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SHASTA COUNTY

OFFICE OF THE AUDITOR-CONTROLLER

1450 Court Street, Suite 238 NOLDA SHORT
Redding, California 96001 AUDITOR-CONTROLLER
Phone (530) 225-5771

RICH VIETHEER
ASST. AUDITOR-CONTROLLER

February 28, 2021

To the Honorable Members of the Board of Supervisors,
Citizens of Shasta County:

In accordance with Sections 25250 and 25253 of the Government Code of California, we are pleased to
present the Annual Comprehensive Financial Report (ACFR) of the County of Shasta (the County) for the
fiscal year ended June 30, 2021. These statutes require that the County publish a complete set of financial
statements presented in conformity with generally accepted accounting principles (GAAP) and audited in
accordance with generally accepted auditing standards by a firm of licensed certified public accountants.
The County’s employees remain committed to reach and maintain the highest possible standards in
financial reporting now and in the future.

This report was prepared by the County Auditor-Controller’s staff in conformance with the principles and
standards for financial reporting set forth by the Governmental Accounting Standards Board (GASB) and
GAAP.

Management assumes full responsibility for the completeness, accuracy, and reliability of the information
contained in this report, based upon a comprehensive framework of internal control established for this
purpose. As the cost of internal control should not exceed anticipated benefits, the objective is to provide
reasonable, rather than absolute, assurance that the financial statements are free of any material
misstatements. Management asserts that, to the best of our knowledge, the information presented in this
report is accurate in all material respects and presents fairly the financial position of the various funds of
the County, including all disclosures necessary to understand the County’s activities.

The County’s financial statements have been audited by CliftonLarsonAllen LLP, a registered public
accounting firm. The goal of the independent audit was to provide reasonable assurance that the financial
statements of the County for the fiscal year ended June 30, 2021 are fairly presented in conformity with
GAAP and are free of material misstatement. The independent audit involved examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements; assessing the accounting
principles used and significant estimates. The independent auditor rendered an unmodified opinion on
the County’s financial statements for the fiscal year ended June 30, 2021. The independent auditor’s
report is presented in the first component of the financial section of this report.

The ACFR represents the culmination of all budgeting and accounting activities engaged in by
management during the fiscal year. GAAP requires that management provide a narrative introduction,
overview, and analysis to accompany the basic financial statements in the form of Management’s



Discussion and Analysis (MD&A), which is presented after the independent auditor’s report. This letter of
transmittal is designed to complement the MD&A, and therefore should be read in conjunction with it.

Profile of Shasta County

The County of Shasta was established in 1850 as a general law county and was one of the State’s original
27 counties. The County is located at the northern end of the Sacramento Valley and covers approximately
3,850 square miles and contains more than 2.46 million acres. The County is the 31 most populous
county in the State with a population of approximately 177,797 as of January 1, 2021. The City of Redding
is the County seat. The County occupies the northern reaches of the Sacramento Valley, with portions
extending into the southern reaches of the Cascade Range. The County was named after Mount Shasta as
it was originally within the County, but it is now part of Siskiyou County, to the north. Its 14,179-foot
(4,322 m) peak is visible throughout most of Shasta County.

As required by State and federal mandate, the County is responsible at the local level for activities
involving public welfare, health and justice (including jails) and for the maintenance of public records. The
County also provides services such as law enforcement and public works to cities within the County on a
cost-recovery contract basis. The County also operates recreational and cultural facilities serving both the
incorporated and unincorporated areas of the County.

A five-member County Board of Supervisors is the legislative authority and governance for the County.
Each supervisor is elected to a four-year term in nonpartisan districts. The terms are staggered with two
supervisors being elected then three supervisors being elected in alternating election years. The Board is
responsible among other things, for establishing ordinances, adopting the budget, appointing
committees, and hiring the County Executive Officer and non-elected department heads. The County
Executive Officer is responsible for carrying out the policies and ordinances of the Board and for
overseeing the day-to-day operations of the County. The County has six elected department heads
responsible for the offices of the Auditor-Controller, Treasurer-Tax Collector-Public Administrator,
Assessor-Recorder, County Clerk-Registrar of Voters, District Attorney, and Sheriff-Coroner.

The annual budget serves as the foundation for the County’s financial planning and control. The County
Budget Act, as presented in California Government Code sections 29000 and 30200, provides the general
provisions and requirements for preparing and approving the County budget. All County departments are
required to submit budget requests to the County Executive Officer, and then they are compiled into a
proposed budget by the Auditor-Controller. The budgets are then submitted for approval by the Board,
with a recommendation by the County Executive Officer. Public Hearings are set in June with the Board
adopting the adopted budget before the start of the next fiscal year. During the year, department heads
may make transfers of appropriations within a division with the approval of the County Executive Officer
and Auditor-Controller. Transfers of appropriations between departments orincreases in the budget from
new revenue sources, reserves and/or contingencies require Board of Supervisors approval.

Economic Overview

The impact from the 2018 Carr Fire and 2020 Zogg Fire is still being felt today. While all of the State
cleanup programs have been completed and properties are ready for rebuild and recovery, approximately
37% of property owners in the Carr footprint and 21% in the Zogg footprint have initiated the rebuild
process, resulting in a continued loss of property tax revenue and displaced homeowners for the
foreseeable future.



The impact from the 2020/2021 Coronavirus pandemic is also notable. Although state and federal
assistance has been provided to local governments to help backfill revenues and cover the costs directly
related to the pandemic, the County continues to experience significant issues related to staff shortages
and recruitment challenges.

Employment:

Shasta County’s employment rate has recovered to pre-recession levels, but the number of people in the
workforce has not recovered, indicating that the County has not fully recovered from the recession.
Average unemployment in the County for 2020 was 8.7%, which is lower than the state rate of 10.1%.
While Shasta County’s unemployment rate is lower than the state average, it is higher than the average
for three of the six adjacent counties (Lassen, Trinity, and Modoc}), which average 7.9%.
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Total wage and salary employment is expected to increase an average of 1.2% per year through 2022.
Growth:

Overall economic job growth is predicted to increase 6.3% from 2017-2022, led by retail sales growth of
7.0%. The fastest growing job sector over the same period is expected to be Health and Education. As a
result of the expected growth, the personal income is expected to rise by 9.9%.
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Income:

Median income of $36,372, as reported to the Franchise Tax Board, increased 0.27% from 2018 to 2019
(the most recent data from FTB) for the residents of Shasta County. Shasta County 2019 median income
was approximately 15.12% lower than the State median. Shasta County ranked 37" out of 58 counties
when comparing annual income in 2019; in 2017 we were ranked 36", representing a slight continued
decline.

Inflation-adjusted salaries are expected to rise slowly, increasing by an average of 0.8% per year through
2022.

Real Estate:

» The County has seen an increase in the assessed roll for property tax since 2013 with a 5.23%
increase for 2021. Sales tax increased by approximately $0.7M from 2020 to 2021 due to
businesses opening back up since the COVID-19 pandemic began in March of 2020. Shasta
Discretionary property tax revenue receipts were $30.1M in 2020, compared to $31.6M in 2021,
an increase of 5.1% over the prior year.

» The median home prices increased from $284,000 to $335,000 from 2020 to 2021, an increase of
18%. County-wide home sales have been assisted by historically low mortgage rates and low
inventory.

> Building permits issued increased 15.42% from 2020 to 2021 with 4,203 and 4,851 issued,
respectively. This increase in building is attributed to the continuous rebuilding efforts relating to
the numerous fires throughout the County.
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Tourism:

Among the tourist attractions in Shasta County are Shasta Lake, Lassen Peak, Burney Falls, Castle Crags,
Whiskeytown Lake, and the Sundial Bridge.

Lake Shasta, the largest reservoir in the State, is one of the largest tourist attractions within the County
and normally draws visitors to the area every year. With Redding as a regional hub, many traveling visitors
use it as a base to explore outlying areas. In addition, travelers take advantage of the shopping prior to
heading to more remote Northern California locations. The pandemic, smoke from wildfires, and the
current drought conditions continue to hinder tourism efforts.

The local economy will likely face many challenges again in the coming year given the continued operating
uncertainty of businesses related to the pandemic. The County continues to respond and support local
businesses with their operational changes and reopening. During the pandemic, the County Board of
Supervisors distributed $4M from the County’s CARES Act funding to local businesses in need of
assistance.

Long Term Financial Planning:

The County continues to adhere to conservative spending due to economic uncertainty at the State and
Federal level. The most significant uncertainty in future budgets will be the impact of decisions made by
the CalPERS board of directors. Absent any favorable decisions by CalPERS board, larger retirement
contributions from the County will be required. Taking a conservative approach to spending in the past
several fiscal years has helped keep the County solvent; but, without sustained annual revenue growth,
reductions in service may be necessary in the future. Balancing service delivery with available resources
will continue to be a challenge to the County for many years.



Budget Overview:

The FY 2021-22 Recommended Budget totals $599,393,044, including,

GOVERNMENTAL FUNDS
$198,308,877 General Fund
$313,890,444 Special Revenue Funds
S 16,285,094 Capital Project Funds
S 3,666,042 Debt Service Funds
$532,150,457 Total Governmental Funds

OTHER FUNDS
$ 31,201,870 Internal Service Funds
$ 22,267,935 Enterprise Funds
$ 13,742,782 Special Districts and Other Agencies
$ 67,212,587 Total Other Funds

This represents an increase 5 percent, when compared to the FY 2020-21 Adopted Budget.

Relevant Financial Policies:

Balanced Budget: The County Executive Officer shall present a balanced budget for all County operating
funds on an annual basis.

Budget Status: The County continues to adhere to conservative spending. Our Department Heads know
their revenue sources and continue to work to balance service to our community with appropriate
spending.

vi



Awards and Acknowledgments

Awards:

> In recognition of the professionalism demonstrated by the County in preparing accurate and
timely financial reports, the State of California Office of the Controller bestowed Shasta County
with their Award for Counties Financial Transactions Reporting for meeting the rigorous criteria
of their award program for the year ended June 30, 2020. The County has received this award for
22 consecutive years, since the State implemented the award program in 1997.

» The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for
Excellence in Financial Reporting to the County of Shasta for its annual comprehensive financial
report (ACFR) for the fiscal year ended June 30, 2020. This was the seventh consecutive year the
County has received this prestigious award. In order to be awarded a Certificate of Achievement
the County published an easily readable and efficiently organized ACFR. This report satisfied both
generally accepted accounting principles and applicable legal requirements. A Certificate of
Achievement is valid for one year only. We believe that our current ACFR continues to meet the
Certificate of Achievement Program’s requirements, and we are submitting it to the GFOA to
determine its eligibility for another certificate.

Acknowledgements:

The preparation of the Annual Comprehensive Financial Report would not have been possible without the
efficient and dedicated services of the staff of the Auditor-Controller’s Office. We would also like to thank
the various County departments who assisted in the preparation of this report. Additionally, we would
like to acknowledge the efforts of our independent auditor, CliftonLarsonAllen LLP.

Additionally, we would like to thank the Board of Supervisors, the County Administrator’s Office, and the
County departments and agencies for their continued efforts in planning and conducting the County’s
financial operations in a responsible and conservative manner.

Respectfully submitted,

Nolda Short Matt Ponjtes
Auditor-Controller County Ekecutive Officer
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INDEPENDENT AUDITORS’ REPORT

Board of Supervisors
County of Shasta
Redding, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, the discretely presented component unit, each major fund, and the aggregate remaining
fund information of the County of Shasta, California (the County), as of and for the year ended June 30,
2021, and the related notes to the financial statements, which collectively comprise the County’s basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not
audit the financial statements of the Children and Families First Commission (Commission), which
represents 100% of the assets, net position, and revenue of the County’s discretely presented component
unit. Those statements were audited by other auditors whose report has been furnished to us, and our
opinion, insofar as it relates to the amounts included for the Commission, is based solely on the report of
the other auditors. We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

A member of

Nexia

Internatlonal



Opinions

In our opinion, based on our audit and the reports of the other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, the discretely presented component unit,
each major fund, and the aggregate remaining fund information of the County of Shasta as of
June 30, 2021, and the respective changes in financial position, and where applicable, cash flows
thereof for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

Emphasis of Matter
Change in Accounting Principles

As discussed in Note 15 to the financial statements, the County adopted new accounting
guidance, Governmental Accounting Standards Board (GASB) Statement No. 84, Fiduciary
Activities, effective July 1, 2020, which has resulted in a restatement to net position and fund
balance as of July 1, 2020. In addition, as discussed in Note 5 to the financial statements, the
County elected to early adopt new accounting guidance for leases, GASB Statement No. 87,
Leases, effective July 1, 2020. The guidance requires lessees to recognize a right-to-use lease
asset and corresponding lease liability and lessors to recognize a lease receivable and
corresponding deferred inflow of resources for all leases with lease terms greater than twelve
months. Our opinions are not modified with respect to these matters.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, schedule of changes in the net pension liability and
related ratios, schedule of pension contributions, schedule of changes in net other
postemployment benefit liability and related ratios, schedule of other postemployment benefit
contributions, and budgetary comparison information, as listed in the table of contents, be
presented to supplement the basic financial statements. Such information, although not a part of
the basic financial statements, is required by the Governmental Accounting Standards Board who
considers it to be an essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency
with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the County's basic financial statements. The introductory section, combining
and individual nonmajor fund financial statements and schedules, and statistical section are
presented for purposes of additional analysis and are not a required part of the basic financial
statements.

The combining and individual nonmajor fund financial statements and schedules are the
responsibility of management and were derived from and relate directly to the underlying



accounting and other records used to prepare the basic financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the combining and individual nonmajor fund financial statements and
schedules are fairly stated, in all material respects, in relation to the basic financial statements as
a whole.

The introductory and statistical sections have not been subjected to the auditing procedures
applied in the audit of the basic financial statements, and accordingly, we do not express an
opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
February 28, 2022 on our consideration of the County’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is solely to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the effectiveness of the County’s internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering County of Shasta’s internal control over
financial reporting and compliance.

Wm% s

CliftonLarsonAllen LLP

Roseville, California
February 28, 2022






MANAGEMENT’S DISCUSSION & ANALYSIS (MD & A)




Within this section of Shasta County’s annual financial report, the County’s management provides
narrative discussion and analysis of the financial activities of the County for the fiscal year ended June 30,
2021. Readers are encouraged to consider the information presented here in conjunction with the
accompanying financial statements and disclosures following this section. The discussion focuses on the
County’s primary government and, unless otherwise noted, does not include separately reported
component units.

FINANCIAL HIGHLIGHTS

. At the close of the most recent fiscal year net position (assets and deferred outflows of resources
less liabilities and deferred inflows of resources) of the County was $119,184,510. Of the net
position, $142,114,727 was restricted for specific purpose (restricted net position), and
$183,450,139 was the net investment in capital assets. This leaves an unrestricted net position
of $(218,812,602), compared to an unrestricted net position in the previous year of
$(206,380,386). The government’s total net position increased by $43,472,325 in comparison with
the prior year including any restatements.

. The County’s net position net investment in capital assets, increased by $13,992,804.

° The County’s governmental funds reported combined fund balances of $278,064,423, an increase
of $28,017,950 in comparison with the prior year including any restatements.

° The County’s unrestricted fund balance for the governmental funds was $136,253,831, or 49% of

total governmental funds total fund balance.
OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the County’s basic financial
statements. The County’s basic financial statements comprise three components 1) Government-wide
financial statements; 2) Fund financial statements; and 3) Notes to the basic financial statements. This
report also contains other Supplementary Information in addition to the basic financial statements.

Government-wide Financial Statements are designed to provide readers with a broad overview of County
finances, in a manner similar to a private-sector business.

. The statement of net position presents information on County assets and deferred outflows of
resources; liabilities and deferred inflows of resources; with the difference between the two
reported as net position. Over time, increases or decreases in net position may serve as a useful
indicator of whether the financial position of the County is improving or deteriorating.

. The statement of activities presents information showing how net position changed during the
most recent fiscal year. All changes in net position are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues
and expenses are reported in this statement for some items that will result in cash flows in future
fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).

Both government-wide financial statements distinguish functions of the County that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that
are intended to recover all or in part a portion of their costs through user fees and charges (business-type
activities). The governmental activities of the County include general government, public protection,
public ways and facilities, health and sanitation, public assistance, education, recreation, and interest
expense. The business-type activities of the County include the Fall River Mills Airport, Solid Waste
Disposal, West Central Landfill, and County Service Areas that provide water and sewer services. Fiduciary



activities are not included in the government-wide statements since these assets are not available to fund
County programs.

The County’s financial reporting includes the funds of the County (primary government) and organizations
for which the County is accountable (component units). Most of these legally separated organizations
operate like County departments, serve as financing vehicles for County services (revenue bond issuers),
or are governed by a board that is substantively identical to the County’s board. These organizations are
blended into the primary government for financial reporting purposes and include: lighting districts,
permanent road divisions, county service areas, the Shasta County Water Agency, the Shasta County Air
Quality Management District, the Shasta County Fire Protection District, the Shasta Joint Financing
Authority, the In-Home Supportive Services Public Authority, and the Sheriff’'s Inmate Welfare Fund.
Other organizations operate more independently or provide services directly to the citizens, though the
County remains accountable for their activities. The Shasta Children and Families First Commission is
included in the County’s overall reporting entity but is reported separately from the primary government.
More complete information about the County’s component units can be found in Note 1.

Fund Financial Statements A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The County, like other state and
local governments, uses fund accounting to ensure and demonstrate finance-related legal compliance.
The funds of the County can be divided into three categories: governmental funds, proprietary funds, and
fiduciary funds.

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental funds financial statements focus on near-term inflows and outflows of
spendable resources, as well as on balances of spendable resources available at the end of the fiscal year.
Such information may be useful in evaluating a county’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental funds balance sheet and the governmental funds statement of
revenues, expenditures and changes in fund balances provide a reconciliation to facilitate this comparison
between governmental funds and governmental activities.

The County maintains individual governmental funds. Information is presented separately in the
governmental funds balance sheet and in the governmental funds statement of revenues, expenditures
and changes in fund balances for the General Fund; the Social Services Fund; the Mental Health Fund; the
Roads Administration Fund; and the other nonmajor governmental funds combined into a single,
aggregated column. Individual fund data for each of these nonmajor governmental funds is provided in
the form of combining statements in the supplementary information.

Proprietary funds are maintained two ways. Enterprise funds are used to report the same functions
presented as business-type activities in the government-wide financial statements. The County uses
enterprise funds to account for the airport, solid waste disposal, landfill, transit, water and sewer
operations. Internal services funds are an accounting device used to accumulate and allocate costs
internally among the County’s various functions. The County uses four internal service funds to account
for its fleet maintenance, risk management, information systems, and facilities management. Because
these services predominantly benefit governmental rather than business-type functions, they have been
included within governmental activities in the government-wide financial statements.



Proprietary funds provide the same type of information as the government-wide financial statements,
only in more detail. The Solid Waste Disposal, County Service Area #6 (Jones Valley), West Central Landfill,
and the Fall River Mills Airport operations are major funds of the County; and are separately presented
with combined other nonmajor enterprise funds and combined internal service funds in the proprietary
fund’s financial statements. Individual fund data for the other nonmajor enterprise and internal service
funds is provided in the form of combining statements in the supplementary information.

Fiduciary funds are used to account for resources held for the benefit of parties outside the government.
Fiduciary funds are not reflected in the government-wide financial statements because the resources of
those funds are not available to support the County’s own programs.

Notes to the Financial Statements provide additional information that is essential to a full understanding
of the data provided in the government-wide and fund financial statements.

Required Supplementary Information provides the schedule of funding progress for the County
Employees Retirement Plan and Other Post-Employment Benefits. Also presented are the County’s
General Fund and Major Special Revenue Funds budgetary schedules. The County adopts an annual
appropriated budget for each fiscal year. A budgetary comparison schedule has been provided for the
General Fund, Social Services Fund, Road Administration Fund, and Mental Health Fund to demonstrate
compliance with this budget.

Other Supplementary Information presented is the combining statements referred to earlier about the
non-major governmental, enterprise, and internal service funds.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net position may serve over time as a useful indicator of a government’s financial position.

A significant portion of the County’s net position, $183.5M, reflects the amount invested in capital assets
(e.g. land and easements, structures and improvements, infrastructure, and equipment), less any related
debt used to acquire those assets. The County uses these capital assets to provide services to citizens;
consequently, these assets are not available for future spending. Although the County’s investment in
capital assets is reported net of related debt, it should be noted that the resources needed to repay this



debt must be provided from other sources, since the capital assets themselves cannot be used to liquidate
these liabilities.

The restricted portion of the County’s net position, $142.1M, represents resources that are subject to
external restrictions on how they may be used. At the end of the current fiscal year, the County reported
a negative balance of $206.4M in unrestricted net position. The negative unrestricted position is primarily
due to long-term liabilities associated with pensions and other post-employment benefits (OPEB).

The County’s net position increased by $43.5M during the current fiscal year. The change in net position
represents a variety of activity during the year (increases and decreases), comprised mainly of:

e Increased property tax revenue

e Increased sales and use tax revenue

e Increased operating grant and contribution revenues

e Increased miscellaneous revenue with the majority related to a PG&E Fire Settlement
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FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS

As described earlier, the County uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental funds. The general government functions are contained in the General, Special Revenue,
Debt Service, and Capital Project Funds. Included in these funds are the dependent special districts
governed by the Board of Supervisors. The focus of the County’s governmental funds is to provide
information on near-term inflows, outflows, and balances of spendable resources. Such information is
useful in assessing the County’s financing requirements. Unrestricted fund balance may serve as a useful
measure of a government’s net resources available for spending at the end of the fiscal year.

At June 30, 2021, the County’s governmental funds reported combined fund balances of $278,064,423.
Of these combined fund balances, $136,253,830 constitutes unrestricted (unassigned, assigned, and
committed) fund balance of the General, Special Revenue, Capital Projects, and Debt Service Funds, which
is available to meet the County’s current and future needs. The restricted fund balance, $140,498,396,
consists of amounts with constraints put on their use by externally imposed creditors, grantors, laws,
regulations, or enabling legislation. The remainder of the fund balance, $1,312,197 is nonspendable fund
balance. These are amounts that are not spendable in form or are legally or contractually required to be
maintained intact such as inventories and prepaid amounts.

The General Fund is the chief operating fund of the County. At June 30, 2021, unrestricted General Fund
balance was $123,821,587, while total fund balance was $159,281,144. As a measure of the General
Fund's liquidity, it may be useful to compare both unrestricted and total General Fund balance to total
General Fund expenditures. Unrestricted General Fund balance represents 84.2% of total General Fund
expenditures (includes Transfers Out), while the total fund balance represents 108.3% of total General
Fund expenditures.

The County’s management also assigns (earmarks) unrestricted General Fund balance to a function,
project, or activity. Fund balance may also be assigned for purposes beyond the current year. However,
assigned fund balance is available for appropriation at any time. Of the $123,821,587 General Fund
unrestricted fund balance, 3.5% is assigned.

Total governmental funds Fund Balance increased by $28,425,882, or 11.39%, in comparison with the
prior year. The major governmental funds had changes in fund balance as follows: General Fund increased
$23,332,302, most was due to an increase in taxes, fines and forfeitures, charges for services, and
intergovernmental revenues due to the Public Safety Fund being consolidated into the General Fund. The
Social Services Fund increased $6,880,235 due to an increase in intergovernmental revenues. Conversely,
the Mental Health Fund decreased $456,531 related to increased expenditures that exceeded
corresponding revenues. The Roads Administration Fund decreased $326,838 with reduced
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exceeded corresponding revenues. The Roads Administration Fund decreased $326,838 with reduced
intergovernmental revenues. The non-major governmental funds decreased by $1,411,219, due to a large
increase in expenditures for both public protection and health and sanitation functions that exceeded the
increase in revenues.

The following table presents the amount of revenues from various sources as well as increases or
decreases from the prior year:

The following graph shows an illustrative picture of where the County funds come from:
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The following table presents expenditures by function compared to prior year amounts:

The following graph shows an illustrative picture of how County funds were spent:
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Other financing sources and uses are presented below to illustrate changes from the prior year:

Proceeds from sale of capital assets are the result of sale transactions involving property that was not
needed for public use by the County.

Proprietary funds reporting focuses on determining operating income, changes in net position (or cost
recovery), financial position, and cash flows using the full accrual basis of accounting.

Enterprise funds report the business-type activities of the County. Enterprise funds are used to account
for its solid waste, landfill, airport, and water/sewer operations.

Net position restricted for net investment in capital assets at fiscal year-end was $45,009,497.
Unrestricted net position of the enterprise funds at fiscal year-end was $17,140,482.

The net position of the enterprise funds increased $7,312,441 from prior fiscal year.
Internal service funds are an accounting device to accumulate and allocate costs internally among the

County's various functions. Internal service funds are used to account for its information technology
services, vehicle maintenance, risk management, and facilities maintenance functions.
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Total net position of the internal service funds at fiscal year-end were $15,420,042 and include $2,730,720
net investment in capital assets.

The net position of the internal service funds decreased $1,438,674 over the prior fiscal year. Most this
decrease was caused by increases in both salaries and benefits and service and supplies expenses.

GENERAL FUND BUDGETARY HIGHLIGHTS

Over the course of the year the Board of Supervisors revised the County’s budget many times. Each time
a grant or specific revenue enhancement is made available to a County program, new appropriations and
budget amendments are required.

The mid-year review is a formal process by which each department is analyzed for expense and revenue
trends. Adjustments are recommended where indicated and monitored for the remainder of the year.
Unless there is some unforeseen and unusual circumstance that causes a budget overrun, a draw on the
Contingency Reserve is not recommended.

Differences between the original budget and the final amended budget are summarized in the table
below:

Original to Final budgeted revenue variances reflect increased tax, intergovernmental, and charges for
service revenues. Original to Final budgeted expenditure variances reflect an increase in capital assets for
the purchase of a building and lease assets due to the implementation of GASB 87, Leases. The increase
in public assistance service and supply expenditures reflects the anticipation of increased program
delivery in Community Action Programs for housing assistance and homelessness issues.
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Differences between the final amended budget and actual amounts is summarized in the table below:

Final to Actual revenue variances reflect increased tax, intergovernmental, and miscellaneous revenues
more than expected through various budget amendments. Final to Actual expenditure variances
resulted from expected programs not materializing during the current fiscal year.

CAPITAL ASSETS

The County's investment in capital assets for its governmental and business type activities as of June 30,
2021, amounted to $222,223,865 (net of accumulated depreciation). This investment in capital assets
includes land, structures and improvements, leasehold improvements, equipment (including software),
and infrastructure (roads and bridges). The total increase in the County’s investment in capital assets for
the current fiscal year was $17,193,838.

The following table shows the County’s total investment in capital and leased assets for governmental and
proprietary funds.
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Components of the change in net capital assets are as follows:
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Additional information regarding capital assets may be found in the Notes to the Financial Statements,
Note 4.
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DEBT ADMINISTRATION

At the end of the current fiscal year, the County had total debt obligation outstanding of $37,803,986. Of
this amount, $22,675,000 comprises bonds that are secured by the County’s lease rental payments and
other dedicated sources of revenue, and $609,700 of special assessment debt secured by property subject
to the assessment. The remainder of the County’s debt represents loans secured solely by specified
revenue sources.

The following table shows the composition of the County’s bonds and notes outstanding for governmental
and proprietary funds.

1

Reductions of the County’s total outstanding debt included principal payments and amortization of bond
premium with interest expense for governmental activities and business-type activities.

Other obligations include compensated absences (accrued vacation and sick leave), workers’
compensation and general liability insurance claims liability, and the landfill closure/post closure care
costs liability. More detailed information about the County’s long-term liabilities is presented in Notes to
the Financial Statements, Note 7.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET RATES

According to the 2021-22 Recommended Budget, the County’s Fiscal Year 2021-22 budget takes into
consideration the overall financial health of the County related impacts of the California State Budget.
The County Executive Officer monitors the State’s spending plan and keeps the Board of Supervisors
apprised of any negative impact on the County’s budget and the public we serve. Department heads and
their fiscal managers are responsible for managing spending within available resources while continuing
to meet the needs of our community.

CALIFORNIA STATE BUDGET

The Governor’s May Revise budget was released on May 14, 2021. The May Revision projects a decrease
in revenues of $11.1 billion and proposed $31.5 billion increase in FY 2021-22 spending over the prior
year.

From the California State Association of Counties Budget Action Bulletin dated May 14, 2021, it states:
“The revenue available for new programs and increases totals just over $100 billion—$75.7 billion

of state General Funds and $26 billion of flexible federal funds—and the Governor is proposing
major new projects in almost every area of the budget. Overall, about 90 percent of the proposed
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increases are for one-time costs, many spread over multiple years, and the other 10 percent is for
ongoing programs.

Among the items of greatest interest to counties:

e 57 billion to expand broadband infrastructure.
e S$12.4 billion to combat homelessness.

e 59.3 billion for housing investments and supports, including behavioral health
infrastructure.

e $11.8 billion for climate resilience, such as water resilience, forest resilience, urban
greening, and community hardening, plus $926 million for sustainable agriculture.

e No new ongoing funding for county public health departments, but $300 million for
public hospitals.

e Inclusion of CSAC-sponsored budget proposal for continuation of In-Home Supportive
Services (IHSS) collective bargaining funding mechanisms.”

The effect of the COVID-19 pandemic on the County of Shasta economy is still being analyzed. Several
departments will be affected, most notably, Public Safety and HHSA. We propose to move forward with
the spending plan as presented to the Board of Supervisors and adjust accordingly during the first quarter
of FY 2021-22.

LONG-RANGE PLANNING

The County continues to adhere to conservative spending due to economic uncertainty at the State and
Federal level. The most significant uncertainty in future budgets will be the impact of decisions made by
the CalPERS board of directors. Absent any favorable decisions by CalPERS board, larger retirement
contributions from the County will be required. Taking a conservative approach to spending in the past
several fiscal years has helped keep the County solvent; but, without sustained annual revenue growth,
reductions in service may be necessary in the future. Balancing service delivery with available resources
will continue to be a challenge.

SHASTA COUNTY BUDGET PRINCIPLES

On March 2, 2021, the Board of Supervisors (the Board) received the FY 2020-21 Mid-Year Report and
approved the following principles for the FY 2021-22 Budget:

o Continue the Controlled Hiring Process.

« No approval for new programs or new positions without clearly demonstrating revenue support.

« Review all grant funded positions. The Board has consistently maintained that the County will
not preserve positions that have lost grant funding.

o The County administers many costly State programs. We have limited ability to raise revenues
to offset any loss in State and Federal funding. We will avoid back-filling reductions in such
funding when legally permissible and continue to seek relief from unfunded State mandates.

« The County Executive Officer will review all requests for Capital Assets and computer equipment.

o As a baseline, direct departments to prepare with a 3 percent increase in County Contribution
or General Fund Net-County-Cost.

o Realize salary and benefit savings through collaborative bargaining with our labor partners.

« Recommend the deletion of positions vacant over 18 months (evaluation to occur on a case by
case basis).
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« Encourage expenditure reductions in the current year.

« Inaccordance with Administrative Policy 2-101, direct Department Heads to limit expenditures
to ensure that their spending remains within each Object Level in the Adopted Budget.

o Hold Department Heads responsible for Revenues in the Adopted Budget; direct them to notify
the County Executive Officer of any revenue shortfall; and further, direct them to reduce
spending as necessary to remain within the Adopted Budget Net County Cost.

FINANCING

Total funding requirements for the General Fund, which includes the subsidy to non-general fund
departments, is $189.4 million. This will be offset by revenue, $136.3 million, leaving a structural
imbalance of $53.2 million. This will be offset by use of fund balance carryover and General Fund General
Purpose fund balance and includes $18 million committed to the General Reserve.

The carryover estimate is developed through a joint effort of staff in the Auditor-Controller’s Office and
the CAO. The actual fund balance figure is not firm until the County’s books are closed at the end of
September subsequent to the adoption of the County budget.

DISCRETIONARY REVENUE

The County’s discretionary revenue is derived primarily from various taxes. In the fiscal year ending
June 30, 2021, tax revenue increased by 3.49 percent. However, we remain cautious in projecting the
County’s discretionary revenue due to economic unknowns. Shasta County experienced two economic
downturns in the last 12 years; one in FY 2008-09 and another in FY 2014-15. Although it’s difficult to
determine when economic declines happen, Shasta County may notice a decrease in the next couple of
fiscal years.

FY 2021-22 recommended Discretionary Revenue is $66.8 million, a 2.27 percent increase compared to
the FY 2020-21 estimated year-end.

NON-DISCRETIONARY REVENUE

In addition to our discretionary sales tax revenues, sales taxes dedicated to public health, mental health,
social services, and public safety are still recovering while facing continued challenges.

1991 Realignment (Health and Human Services) is funded through state sales tax and vehicle license fees
(VLF) dedicated to public health, mental health, and social services. For Shasta County, these state funds
provide the majority of matching funds for numerous state and federal funding sources. Under 1991
Realignment, Social Services programs receive payment for the increasing cost of operating entitlement
programs by allocation of excess revenues to pay these costs before general growth payments are made.
These realignment revenues, as well as other County resources and state allocations, are used to draw
down federal matching revenues that sustain programs.

Current Year (2020-21) - The Governor’s May Revise budget proposal projects sales tax revenues to
increase in the current year by 8.1%. Total VLF revenues for the current year are estimated to result in
$160 million in 1991 Realignment growth.

Budget year (2021-22) - The Governor’s May Revise budget proposal projects sales tax revenues to

increase by about 5.7%. Total VLF revenues for the current year are estimated to result in $44 million in
1991 Realighment growth.
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In summary, the Administration notes that the severity of the COVID pandemic’s effect on taxable
spending has been much less than expected. Actual revenue receipts in the current year are coming in
higher than originally projected and growth is expected in FY 2020-21. Overall, 1991 realignment revenue
and growth is expected to increase in FY 2020-21 and 2021-22, 8.6% and 4.3% respectively.

2011 Realignment (Health and Human Services) is funded through a state special fund sales tax (1.0625%)
and VLF (0.5%). As with 1991 Realignment, the Administration’s 2011 Realighment revenue estimates
have significantly changed from those assumed in the Governor’s January FY 2021-22 budget. For 2020-
21, the Governor’s May Revise proposed budget projects the 2011 Realignment revenue and growth to
increase 9% and another 4% in FY 2021-22.

Under 2011 Realignment, the Mental Health Account is guaranteed to receive sales tax revenues of $1.12B
each fiscal year, regardless of whether 2011 Realignment sales tax revenues are growing or declining.
Growth is expected, therefore, full funding for the Mental Health Account will be provided as well as
growth in the other accounts.

2011 Realignment (Public Safety) included a major realignment of public safety programs from the State
to local governments and an annual funding allocation. The intent of the Community Corrections
Partnership Program is to use these realignment funds to reduce recidivism and end the revolving door
of lower-level offenders and parole violators through the State’s prisons. Shasta County’s Community
Corrections Partnership Executive Committee, chaired by the Chief Probation Officer, is charged with
determining how the State allocation is distributed to applicable County departments and approved its
FY 2021-22 budget in February 2021. The District Attorney and Public Defender also receive a separate
State allocation (split 50/50) for revocation hearings.

According to the Governor’s January Budget, Community Corrections growth is estimated to total $75.9
million statewide in 2020-21, after the first year of no growth funding in 2019-20. Based on the
Department of Finance’s estimates, the 2020-21 base estimate remains $1.366 billion and the 2021-22
base estimate is projected to total $1.408 billion. Due to the ongoing impacts of COVID-19 on revenues,
the 2021-22 base is not currently projected to fulfill the “prior year base plus prior year growth total”;
therefore, there is no growth currently projected for 2021-22.

APPROPRIATIONS

The Recommended FY 2021-22 General Fund Budget is $198 million. The General Fund supports functions
such as General Government (Board of Supervisors, Auditor-Controller, and Assessor), Public Protection
(Sheriff, Probation, District Attorney, Public Defender), Public Assistance (County Indigent Cases, Veterans
Services, Community Action Agency), and Education (Library, Farm Advisor). New for FY 2020-21, the
Public Safety departments moved into the General Fund.

Appropriations include a Contingency Reserve of $5 million that can be used for unanticipated
requirements that may occur during the fiscal year. When no need arises, these funds return to fund
balance and become the basis of the carry-over for the succeeding year. Financing is derived from
anticipated revenue, inter-fund transfers, and carry-over fund balances.

The Auditor-Controller calculates the County’s Maintenance of Effort (MOE) for Public Safety. The most
recent calculation is for FY 2020-21. The FY 2020-21 Adopted Budget for all the public safety departments
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exceeded the adjusted MOE Base by $37.9 million. The County subsidy to the combined health and
human services programs has been held static over the last several years.

The General Reserve is approximately $11 million. The Board established a policy for budgetary reserves
in December 2007, with a revision in 2019. In accordance with Government Finance Officers Association
(GFOA) recommendation of low to moderate level of risk, the goal is to attain a Reserve of 17-25 percent
of projected General Fund expenditures. To meet this goal, in FY 2021-22, $18 million is added to bring
the General Reserve to the 17% level with a new balance of $29 million.

Other commitments of funds are also built into the budget for FY 2021-22. $9 million is committed to
Public Safety to create resources for future development of the vacated Courthouse location or other
priorities within Public Safety. $9 million is committed to infrastructure needs. This entails increased or
improved access to county services and programs for the community.

COUNTY WORKFORCE

The Recommended Budget provides for a workforce of 2,148 fulltime equivalents (FTE’s). This includes a
net increase of 10.5 FTE’s (21.5 FTE’s additions 11 FTE’s deletes).

As of April 12, 2021, total vacancies were 292, or 13.66 percent. The CEO confers with Support Services
to review all requests to fill positions. The CEO will continue to review all requests for new positions to
ensure they are offset by long-term reliable revenue.

EMPLOYEE BENEFITS

The cost of workers’ compensation insurance, CalPERS retirement, health insurance rate increases, and
retiree health care continue to impact the County. In March 2014, the Board of Supervisors adopted a
confidence level with a range between 80 to 90 percent for the County’s self-insured workers’
compensation and liability insurance programs. The County is committed to maintaining a prudent
reserve.

The County’s share of CalPERS (PERS) retirement in FY 2021-22 is 24.890 percent for Miscellaneous, and
64.990 percent for Safety. By FY 2022-23, PERS estimates these rates will be 25.9 percent for
Miscellaneous, and 60.8 percent for Safety.

The volatility in the PERS rates is two-fold: investment losses PERS experienced during the downturn in
the market and assumption changes. In December 2016, the PERS Board of Administration voted to
change the discount rate from 7.5 percent to 7.0 percent over three years (FY 2017-18 7.735%, FY 2019-
20 7.25%, FY 2020-21 7.00%). Additionally, PERS changed other important benchmarks such as the
average mortality of retirees and their survivors. In April 2013, PERS announced a change in their
amortization and smoothing policies. That s, they will employ an amortization and smoothing policy that
will pay for all gains and losses over a fixed 30-year period with the increases or decreases in the rate
spread directly over a five-year period. In March 2014, PERS again changed its actuarial assumptions
which will result in employer contribution rate increases started in FY 2017-18, with the cost spread over
20 years and increases phased in over the first five years and ramped down over the last five years of the
20-year amortization period. The County will continue to monitor these changes and analyze the effects
on the overall County budget.

The County of Shasta provides other post-retirement medical and dental benefits (OPEB) to eligible
employees who retire directly from the County. Eligible retirees pay a portion of the medical premium
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based on the PEMHCA (Public Employees’ Medical and Hospital Care Act) “unequal method.” The
remaining premium is shared by the County and active employees in accordance with bargaining
agreements

Governmental Accounting Standards Board (GASB) Statement 75 requires governmental agencies to
conduct an actuarial valuation to determine the Net OPEB liability and report that liability on their
financial statements. The Unfunded Actuarial Accrued Liability is the excess of the Actuarial Accrued
Liability over Plan Assets. The Net OPEB liability is the total OPEB liability less plan assets (amounts in
trust). This represents the amounts of the liability at the valuation date that still must be funded. At June
30, 2021, the County reported a net OPEB liability of $135.1 million.

Although GASB does not require governmental agencies to pre-fund their OPEB liability, it is
recommended, and Shasta County is taking positive steps towards addressing OPEB. The County increased
the contribution, as a percent of payroll, during FY 2019-20 from 3 percent to 4 percent. Beginning in FY
2020-21, an additional contribution of 1% based on savings from the increase in employee contributions
towards the CalPERS Employer Contribution to the PERS Pension. One-time additions to the OPEB-Trust
are made when funding is available. The OPEB trust assets equal $98.4 million as of June 30, 2021.

The County implemented a program in FY 2018-19, to match an employee 457 plan contribution of up to
three percent of gross salary in a 401(a) plan with the funds intended to cover healthcare upon retirement.
It is estimated that the proposal will eliminate the OPEB liability by the year 2038/39.

We continue to advocate for legislative changes to PEMHCA to give counties greater flexibility in
establishing a tiered benefit system; and to work towards OPEB cost avoidance through labor
negotiations. Within available resources the County may incrementally increase the payroll charges for
OPEB to pass a portion of this expense to State and Federal programs when appropriate.

BONDED INDEBTEDNESS

As of June 30, 2021, the County’s total outstanding debt obligation was $37.8 million. Of this amount,
$22.7 million comprises bonds that are secured by the County’s lease rental payments and other
dedicated sources of revenue and $609,700 of special assessment debt secured by property subject to
the assessment. The remainder of the County’s debt represents loans secured solely by specified revenue
sources.

Moody’s Investors Service assigned an “Aa2” rating to the Shasta County Lease Revenue Refunding Bonds
2013 Series A. The rating action reflects the County’s solid fiscal position including satisfactory cash levels,
extensive tax base, and a moderate wealth and income profile. The cash balance as a percent of operating
revenues is notably higher than the U.S. median.

Moody’s also highlighted the County’s debt burden is extremely small and favorable when compared to
the assigned rating of Aa2. With the situation surrounding Coronavirus and the unknown impacts, a strong
fund balance will enable the County to weather any possible future downturn.

In 2014, Standard & Poor’s (S&P) raised the County’s credit rating from “A” to “A+” while affirming the
stable outlook. The stable outlook reflects their opinion of the County’s strong budgetary flexibility and
liquidity supported by strong performance. Further, the County is supported by strong institutional
framework. As with Moody’s rating, S&P’s rating is lowered somewhat by our weak local economy.
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REQUEST FOR INFORMATION

This financial report is designed to demonstrate accountability of the Shasta County government by
providing both long-term and near-term views of the County’s finances. Questions or comments regarding
any of the information presented in this report or requests for additional financial information should be
addressed to the Auditor-Controller, 1450 Court Street, Suite 238, Redding, CA 96001.
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ADDITIONS
Contributions:

Contributions to Pooled Investments
Property Taxes Collected

Fines and Fees

Gifts and Bequests
Total Contributions

Investment Earnings:
Interest, Dividends, and Other

Total Investment Earnings
Less Investment Costs
Direct Investment Expense
Administrative Investment Expense
Net Investment Earnings

Miscellaneous

Total Additions

DEDUCTIONS

Payments to Others
Property Taxes Distributed
Distributions from Pooled Investments
Beneficiary payments to individuals
Total Deductions
Net Increase (decrease) in Net Position

Net Position-Beginning, as Restated

Net Postion-Ending

COUNTY OF SHASTA
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
FIDUCIARY FUNDS
YEAR ENDED JUNE 30, 2021

Investment Trust Private-Purpose Trust Custodial
Funds Funds Funds

145,965,145 - -
- - 330,083,037
3,747 - 20,952,036
- 6,515,639 -
145,968,892 6,515,639 351,035,074
(4,062,777) 14,435 67,348
(4,062,777) 14,435 67,348
74,788 283 1,411
263,355 1,078 5,464
(4,400,920) 13,073 60,473
482,554,961 - 23,563,128
624,122,932 6,528,713 374,658,675
- - 36,263,934
- - 330,459,665
599,290,348 - 7,192,703
- 5,917,479 -
599,290,348 5,917,479 373,916,302
24,832,584 611,233 742,373
289,394,024 2,232,919 17,674,027
314,226,608 2,844,153 18,416,401

45






NOTES TO THE FINANCIAL STATEMENTS




NOTE 1: Summary of Significant Accounting Policies

The Reporting Entity

The County of Shasta (the County) is a legal subdivision of the State of California and was established as a
general law county in 1850. The County’s powers are exercised through a five-member Board of
Supervisors (the Board) that, as the governing body of the County, is responsible for the legislative and
executive control of the County. The County provides various services on a countywide basis including
public protection, public assistance, health and sanitation, recreation, and general government services.

The accounting methods and procedures adopted by the County conform to accounting principles
generally accepted in the United States of America as applied to governmental entities. The accompanying
financial statements present the activities of the County and its component units, entities for which the
County is considered to be financially accountable under the criteria set by Governmental Accounting
Standards Board (GASB) Statement No. 14, as amended by Statement No. 39.

A. Component Units

The governmental reporting entity consists of the County (primary government) and its component
units. Component units are legally separate organizations for which the Board is financially
accountable or other organizations whose nature and significant relationship with the County are such
that exclusion would cause the County’s financial statements to be misleading or incomplete.
Financial accountability exists if a primary government appoints a voting majority of an organization’s
governing board and is either able to impose its will on that organization or there is a potential for
the organization to provide specific financial benefits to, or impose specific financial burdens on, the
primary government. A primary government may also be financially accountable for governmental
organizations with a separately elected governing board, a governing board appointed by another
government, or a jointly appointed board that is fiscally dependent on the primary government.

The basic financial statements include both blended and discretely presented component units. The
blended component units, although legally separate entities are, in substance, part of the County’s
operations and so data from these units are combined with data of the primary government for
purposes of reporting in the accompanying basic financial statements. The discretely presented
component unit, on the other hand, is reported in a separate column in the government-wide financial
statements to emphasize its legal separation from the County.

The following legally separate entities are considered blended component units for financial reporting
purposes of the County due to the governing board being substantively identical to the County’s board

and management of the primary government having operational responsibility:

Lighting Districts provide for the operation and maintenance of streetlights in certain areas of the
County and are financed by property taxes and benefit assessments.

o (CSA #15 Street Lighting e Rother Riverside Sub Light
e Lakehead Street Lighting e Sierra Vista Lighting
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Permanent Road Divisions (PRDs) are established for the benefit of private road systems. Annual
parcel charges are levied to pay for the level of maintenance work desired by the property owners.

e Aegean Way PRD

e Aiden Park PRD

e Alpine Way PRD

e Amber Lane PRD

e Amber Ridge PRD

e Amesbury Village PRD

e Beagle Street PRD

e Blackstone Estates PRD
e Buckshot Lane EFER PRD
e Butterfield Lane EFER PRD
e Canto Del Lupine PRD

e China Gulch PRD

e Clover Road PRD

e Coloma Drive PRD

e Cottonwood Creek PRD
e Country Fields Estates PRD
e Craig Lane PRD

e #1 Crowley Creek Ranchettes PRD
e Diamond Ridge PRD

e Dusty Oaks Trail PRD

e  East Stillwater PRD

e Equestrian Estates PRD
e Fore Way Lane PRD

e Foxwood Estates PRD

e Garth Drive EFER PRD

e Holiday Acres PRD

e Honeybee Acres PRD

e Intermountain Road PRD
e Irish Creek Road PRD

e Jennifer Drive EFER PRD
e Jordan Manor PRD

e L &REstates PRD

e Lake Drive PRD

e Lark Court PRD
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Laverne Lane PRD

Laurel Glen Estates PRD
Logan Road PRD

#1 Los Palos EFER PRD

#2 Los Palos EFER PRD
Manor Crest PRD

Manton Heights PRD
Manzanillo Orchard PRD
Marianas Way PRD
Millville Way PRD

Mount Lassen Woods PRD
Mountain Gate Meadows PRD
Mule Mountain Parkway PRD
North Chapparal Drive PRD
Nunes Ranch PRD

Oak Tree Lane PRD

Old Stagecoach Road PRD
Palo Cedro Oaks PRD
Ponder Way PRD

Ritts Mill Road PRD

River Hills Estates PRD
Robledo Road PRD

Rocky Ledge Estates PRD
Rolland Country Estates PRD
Santa Barbara Estates PRD
Santa Barbara 1868 Unit 2 PRD
Santa Barbara 3_4 PRD

Scenic Oak PRD

Shasta Lake Ranchos PRD (CSA #10)
Shasta Meadows PRD

Shelly Lane PRD

Silver Saddle Estates PRD

Ski Way PRD

Skylark Lane EFER PRD



e Sleeping Bull Estates PRD e Tract 1323 PRD

e Sol Semente EFER PRD e Tudor Oaks Acres PRD

e Sonora Trail PRD e Valparaiso Way PRD

e #1 Squaw Carpet Fire Access PRD e Victoria Highlands Estates PRD
e #2 Squaw Carpet Fire Access PRD e Village Green PRD

e Sterling Ranch PRD e Waterleaf Estates PRD

e  #1 Stillwater Ranch PRD e Westview Road EFER PRD

e #2 Stillwater Ranch PRD e  White Oak Manor PRD

e Terri Lee Terrace PRD e  Wisteria Estates PRD

e Timber Ridge PRD e Woggon Lane PRD

Water and Sewer Maintenance Districts provide water and sanitary sewer services to commercial
development and residential communities. The component unit’s governing body is substantively the
same as the governing body of the County and management of the County has operational
responsibility for the component units. The costs of operating these units are charged to the users in
the form of water charges and sewer fees.

e CSA #2 Sugarloaf Water e CSA #11 French Gulch

e CSA #3 Castella Water e (CSA #13 Alpine Meadows
e (CSA #6 Jones Valley e CSA #14 Belmont Storm
e CSA#7 Burney Storm e CSA #17 Cottonwood

e CSA #8 Palo Cedro e (CSA #23 Cragview

The Shasta County Water Agency accounts for the wholesale purchase and sale of water from the
Bureau of Reclamation to various water purveyors in Shasta County. The component unit’s governing
body is substantively the same as the governing body of the County and management of the County
has operational responsibility for the component units.

The Shasta County Air Quality Management District endeavors to achieve state and federal ambient
air quality standards. The component unit’s governing body is substantively the same as the governing
body of the County and there is a financial burden relationship between the County and the
component unit.

The Shasta County Fire Protection District CSA# 1 provides fire suppression and protection services to
unincorporated areas which are not served by either an independent fire district or by the California
Department of Forestry. The component unit’s governing body is substantively the same as the
governing body of the County and management of the County has operational responsibility for the
component units.

The Shasta Joint Powers Financing Authority was created on May 29, 1990, as a result of a Joint
Exercise of Powers Agreement between the County and the Successor Agency to the Shasta County
Redevelopment Agency, formerly Shasta County Redevelopment Agency. The component unit’s
governing body is substantively the same as the governing body of the County and there is a financial
burden relationship between the County and the component unit. The Authority’s purpose is to
finance public capital improvements.

The In-Home Supportive Services (IHSS) Public Authority assists consumers in finding in-home

supportive services personnel, provides training and support for providers and recipients and their
families, and performs other functions related to the delivery of in-home supportive services. The
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component unit’s governing body is substantively the same as the governing body of the County and
management of the County has operational responsibility for the component unit.

The Inmate Welfare Fund was established in 1972 under California Penal Code §4025, which
authorizes the sheriff of each county to establish, maintain and operate a store (commissary) in
connection with the county jail to sell certain supplies to inmates of the jail. Profit from these sales
and compensation attributable to the use of pay telephones primarily used by inmates are deposited
into this fund and expended by the sheriff for the benefit, education, and welfare of the inmates. The
component unit’s governing body is substantively the same as the governing body of the County and
management of the County has operational responsibility for the component unit.

The following legally separate discretely presented component unit is reported in a separate column
in the County’s government-wide Statement of Net Assets and Statement of Activities:

The Shasta Children and Families First Commission (First 5 Shasta) was established under the authority
of Proposition 10, the California Children and Families First Act of 1998. The County Board appointed
all members of the Commission. The Board can remove appointed members at will. The Commission
accounts for the Proposition 10 allocations and appropriations. The Commission provides most of its
services directly to the citizens of the County.

Complete audited financial statements for the discretely presented component unit are issued
separately and may be obtained at the unit’s administrative office.

Also included in the accompanying basic financial statements as fiduciary funds are assets of
numerous self-governed school districts, independent special districts, and other independent
agencies for which the County Treasurer acts as custodian of those funds. The financial reporting for
these governmental entities, which are independent of the County, is limited to the total amount of
cash and investments and other assets, and the related fiduciary responsibility of the County for
recording and disbursement of these assets. Activities of the school districts and special districts are
administered by separate boards and are independent of the County Board of Supervisors. The County
Auditor-Controller makes disbursements upon the request of the responsible school or self-governed
district officers. The operations of these entities have been excluded from the basic financial
statements as each entity conducts its own day-to-day operations and answers to its own governing
board.

Related Organizations

Related organizations are excluded from the financial reporting entity because the County’s
accountability does not extend beyond making appointments. Audited financial statements are
available from the respective organizations. Related organizations are described as follows:

Local Agency Formation Commission of Shasta County (LAFCO) is a jointly governed organization
composed of members from the County’s Board, members from the city councils in the County, and
representatives from the independent special districts. LAFCOs are responsible for coordinating
changes in local governmental boundaries and conducting studies that review governmental
structure.

The Redding Area Bus Authority (RABA) was formed under a joint powers agreement between the

County, City of Redding, City of Shasta Lake, and City of Anderson. The function of RABA is to provide
the most cost-effective public transportation system utilizing federal and state funding participation.
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The Shasta Area Safety Communications Agency (SHASCOM) was created by a joint powers agreement
between the County and the City of Redding. The purpose of SHASCOM is to provide dispatch services
for law enforcement and fire and rescue operations.

The Shasta Regional Transportation Agency (SRTA), (formerly the Regional Transportation Planning
Agency (RTPA)) provides transportation planning services and administers the metropolitan
transportation planning organization (MPO) function for local jurisdictions within the County. While
RTPA was officially a part of the County in the past, on August 1, 2012 the RTPA separated from the
County and formally became the SRTA, an independent agency, per unanimous board vote.

Basis of Presentation

Government-wide Financial Statements

The Statement of Net Position and Statement of Activities report information about the primary
government (the County) and its component units. These statements include the financial activities
of the overall government, except for fiduciary activities. As a general rule, the effect of interfund
activity has been eliminated from the government-wide financial statements. Services provided
between departments (not loans or transfers) are not eliminated and are treated as program
revenues. Indirect expenses are treated as reduction of expenditures in the central service
department providing the service. Internal balances in the Statement of Net Position have been
eliminated, with the exception of those representing balances between the governmental activities
and the business-type activities. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely to a
significant extent on fees charged to external parties.

The Statement of Activities presents a comparison between direct expenses, indirect expenses and
program revenues for each function of the County’s governmental activities and for each segment of
the business-type activities. Direct expenses are those that are specifically associated with a service,
program, or department and are therefore clearly identifiable to a particular function or segment.
Indirect expenses for centralized services and administrative overhead are allocated based on the
annual Countywide Cost Allocation Plan and are presented separately to enhance comparability of
direct expenses between governments that allocate direct expenses and those that do not. Program
revenues include a) charges to customers or applicants who purchase, use, or directly benefit from
goods, services, or privileges provided by a given function or segment and b) grants and contributions
that are restricted to meeting the operational or capital requirements of a particular function or
segment. Revenues that are not classified as program revenues, including all taxes and interest, are
presented instead as general revenues.

Fund Financial Statements

Separate fund financial statements provide information about the County’s funds, including fiduciary
funds and blended component units. The focus of governmental and proprietary fund financial
statements is on major funds and each major fund is presented in a separate column. Nonmajor funds
and internal service funds are aggregated and presented in single columns.

Proprietary fund operating revenues, such as charges for services, result from exchange transactions
associated with the principal activity of the fund. Exchange transactions are those in which each party
receives and gives up essentially equal values. Nonoperating revenues, such as investment earnings,
result from nonexchange transactions.
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The County reports the following major governmental funds:

The General Fund is the County’s primary operating fund. It accounts for all financial resources
and legally authorized activities of the County except those required to be accounted for in
another fund.

The Social Services Fund is used to account for the activities of Social Service departments. The
primary revenue sources are federal and state grants with mandated County matching funds.

The Mental Health Fund is used to account for the activities of Mental Health departments. The
primary revenue sources are federal and state grants with mandated County matching funds.

The Roads Administrative Fund is used to account for the activities associated with road
maintenance and bridge construction. The primary revenue sources are federal and state grants.

The County reports the following major proprietary funds:

The Solid Waste Fund accounts for the activities of solid waste collection and disposal and septage
disposal.

The County Service Area #6 (Jones Valley) Fund is used to account for the activity associated
with the Jones Valley Water District and their water systems.

The West Central Landfill Fund is used to account for the activity associated with improvement
and closure of the County’s landfill.

The Fall River Mills Airport Fund is used to account for the activity associated with the airport,
including improvements.

Additionally, the County reports the following fund types:

Internal Service Funds account for vehicle operations, risk management, information technology,
communications operations, and facilities management that provide services to other
departments or agencies of the County, or to other governments, on a cost reimbursement basis.

The Investment Trust Fund accounts for the external portion of the County Treasurer’s investment
pool, which commingles resources of legally separate local governments within the County in an
investment portfolio for the benefit of all participants.

The Private-Purpose Trust Fund accounts are used to report all fiduciary activities that a) are not
required to be reported in a pension (and other employee benefits) trust funds or investment
trust funds and b) are held in a trust, such as Public Guardian and Public Administrator.

Custodial Funds report fiduciary activities and are used to account for resources held for the
benefit of parties outside the County that are not required to be reported in pension (and other
employee benefits) trust funds, investment trust funds, or private-purpose trust funds. Custodial
funds are not reflected in the government-wide financial statements because the resources of
those funds are not available to support the County’s own programs.
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D. Measurement Focus and Basis of Accounting

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Nonexchange transactions, in which the
County gives (or receives) value without directly receiving (or giving) equal value in exchange, include
property and sales taxes, grants, entitlements, and donations.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the County considers revenues available if they are collected within one hundred
eighty (180) days of the end of the current fiscal period, except for property taxes which is 60 days.
Revenues subject to accrual include property taxes (60 days), intergovernmental revenues, charges
for services, and other various sources. However, debt service expenditures, as well as expenditures
related to compensated absences and claims and judgments, are recorded only when payment is due.

The accounts of the County are organized on the basis of funds. A fund is an independent fiscal and
accounting entity with a self-balancing set of accounts. Fund accounting segregates funds according
to their intended purpose and is used to aid management in demonstrating compliance with finance-
related legal and contractual provisions. The minimum number of funds is maintained consistent with
legal and managerial requirements.

When both restricted and unrestricted resources are available for use, it is the County’s policy to use
restricted resources first, then unrestricted resources as they are needed.

E. Cash and Investments

The County pools cash and investments with the County Treasurer, except for cash and investments
managed by fiscal agents, for the purpose of increasing earnings through investment activities. The
pool’s investments are stated at fair value based on market prices. Earnings of the investment pool
are apportioned to the appropriate funds quarterly using a formula based on the average daily
balance of each participating fund. It is the County’s policy to charge interest to funds that are interest
bearing and have a negative balance.

For purposes of the accompanying statement of cash flows, the Enterprise and Internal Service Funds
consider all highly liquid investments with a maturity of three months or less when purchased, and
their equity in the County Treasurer’s investment pool, to be cash equivalents.

F. Receivables and Payables

Transactions between funds that are representative of lending/borrowing arrangements outstanding
at the end of the fiscal year are referred to as “advances to/from other funds.” All other outstanding
balances between funds are reported as “due to/from other funds.” Any residual balances
outstanding between the governmental activities and business-type activities are reported in the
government-wide financial statements as “internal balances.”
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Advances between funds are offset by a corresponding reservation of fund balance to indicate that
they are not available for appropriation and are not expendable available financial resources.

The County only accrues revenues at fiscal year-end and accrues only those revenues it deems
collectible; as such the County has no allowance for doubtful accounts in its governmental funds.

The County accrues expenditures, and the associated liability, as they relate to budgeted
appropriations. Goods encumbered by purchase orders, received prior to June 30", and intended for
use prior to June 30" will be expenditures of the current fiscal year and accrued when paid. Goods
encumbered by purchase orders, received prior to June 30" and intended for use after June 30t will
be expenditures of the following fiscal year. The budget of the following fiscal year is encumbered for
these liabilities, and the expenditure is recorded when paid.

Notes receivable in governmental funds consist of non-current rehabilitation, CALHome, and
redevelopment loans. The non-current portion of loans receivable are offset by reservation of fund
balance. Special assessment receivables are the uncollected portion of special assessments which a
governmental unit has levied but not collected.

Inventories and Other Assets

Inventory consists of expendable supplies held for consumption and is valued at cost, approximating
market value, using the first-in, first-out (FIFO) method. The cost is recorded as an expenditure at the
time individual inventory items are purchased and the balance is adjusted annually for goods on hand
at the end of the fiscal year. Certain payments to vendors reflect costs applicable to future accounting
periods and are recorded as other assets. The inventories and other assets recorded in the
governmental funds do not reflect current appropriable resources and thus, an equivalent portion of
fund balance is reserved. Prepaid items reflect payments for costs applicable to future accounting
periods and are recorded as prepaid items in both the government-wide and fund financial
statements, with expenditures recorded when consumed. Inventories and prepaid items recorded in
the governmental funds are not in spendable form and thus, an equivalent portion of fund balance is
reported as nonspendable.

Capital Assets

Capital assets, which include land, structures and improvements, equipment (which includes software
systems and related intangibles), and infrastructure (roads, bridges, and similar items), are reported
in the applicable governmental or business-type activities columns in the government-wide financial
statements.

Acquisitions of capital assets are recorded as expenditures in the governmental fund types at the time
of purchase and are recorded in the Capital Asset Accounting System. Capital assets in the proprietary
funds are capitalized in the fund(s) in which they are utilized.

Capital assets are recorded at historical cost or at estimated historical cost if purchased or
constructed. In the case of structures and improvements, if historical costs were not available,
engineering estimates were used to approximate historical cost. Donated capital assets are recorded
at the acquisition value at the date of donation. Self-constructed assets are recorded at the amount
of direct labor and material.
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Capital assets used in operations are depreciated or amortized (assets under capital leases and
software) using the straight-line method over the lesser of the capital lease period or their estimated
useful lives in the government-wide and proprietary fund financial statements. Estimated useful lives
of the various classes of depreciable capital assets are as follows:

Class Useful Life Years
Structures and Improvements 40 -50
Equipment — Vehicles 3-10
Equipment — Other 3-10
Equipment — Software 3-5
Infrastructure — Roads 30
Infrastructure — Bridges 50

The costs of normal maintenance and repairs that do not add to the value of assets or materially
extend asset lives are not capitalized. The capitalization thresholds are $5,000 for equipment and
software, $25,000 for structures and improvements, $500,000 for infrastructure and all land
irregardless of value.

Property Tax Levy, Collection and Maximum Rates

The State of California’s (State) Constitution Article Xlll provides that the combined maximum property
tax rate on any given property may not exceed one percent of its assessed value unless voters have
approved an additional amount for the general obligation debt. Assessed value is calculated at 100
percent of market value, as defined by Article XIlIA, and may not be adjusted by more than two percent
per year unless the property is sold or transferred. The State Legislature has determined the method
of distribution of receipts from a one percent tax levy among the County, cities, school districts, and
other districts. The County assesses properties, enrolls values, and collects property taxes as follows:

Secured Unsecured
Lien/Valuation date January 1 January 1
Levy date September 12 July 15
Due date 50% on November 1 July 31
50% on February 1
Delinquent as of December 10 (Due November 1) August 31 (Due July 31)

April 10 (Due February 1)

The term “unsecured” refers to taxes on personal property. These taxes are not secured by liens on
the property being taxed. Property taxes are recorded as receivables in the fiscal year of the levy and
are recorded as revenue when collections are apportioned.

Effective July 1, 1993, the County began apportioning secured (and secured supplemental) property
tax revenue in accordance with the alternative method of distribution (the Teeter Plan) prescribed by
Section 4701 of the California Revenue and Taxation Code. Current secured/supplemental
apportionments continue to follow “pre-Teeter” allocation methods based on collections until year-
end. At year-end, the unpaid current secured/supplemental receivable balance is apportioned, and
each participating agency’s delinquency is financed or “bought out” by the Teeter Plan.
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The alternative method of distribution assures each participating agency receives their full current
secured/supplemental collections while providing the County with future delinquent penalties and
redemption interest on unpaid receivables. Under the Teeter Plan, specified amounts of delinquent
or “abstract” secured or supplemental taxes are held in trust to provide revenue for future year “buy-
outs” and to offset potential losses from the sale of tax-defaulted properties.

Leases

A lessee should recognize a lease liability and a lease asset at the commencement of the lease term;
unless the lease is a short-term lease, below the lease capitalization threshold of $25,000, or it
transfers ownership of the underlying asset. The lease liability should be measured at the present
value of payments expected to be made during the lease term (less any lease incentives). The lease
asset should be measured at the amount of the initial measurement of the lease liability, plus any
payments made to the lessor at or before the commencement of the lease term and certain direct
costs.

A lessor should recognize a lease receivable and a deferred inflow of resources at the commencement
of the lease term; with certain exceptions for leases of assets held as investments, certain regulated
leases, short-term leases, leases below the capitalization threshold of $25,000, and leases that
transfer ownership of the underlying asset. A lessor should not derecognize the assets underlying the
lease. The lease receivable should be measured at the present value of lease payments expected to
be received during the lease term. The deferred inflow of resources should be measured at the value
of the lease receivable plus any payments received at or before the commencement of the lease term
that relate to future periods.

The County uses estimates and judgements to determine 1) the discount rate it uses to discount the
expected lease payments and lease receipts to present value, and 2) the lease term. The County uses
the interest rate identified in the contract as the discount rate. If no interest rate is specified, the
County uses its estimated incremental borrowing rate as the discount rate. The lease term includes
the noncancelable period of the lease and extensions the County is reasonably certain to exercise.

The County monitors changes in circumstances that are expected to significantly affect the amount of
a lease liability or receivable that may require a remeasurement of its lease.

Long-Term Debt, Deferred Debt Expense, and Bond Discounts/Premiums

In the government-wide and proprietary funds financial statements, outstanding debt is reported as
a liability. Bond issuance costs (except any portion related to prepaid insurance costs), bond discounts
or premiums, and the difference between the reacquisition price and the net carrying value of
refunded debt, are capitalized and amortized over the terms of the respective bonds using the straight
line method, which is not materially different from the effective interest method.

The governmental fund financial statements recognize the proceeds of debt and premiums as other
financing sources of the current period. Issuance costs, except any portion related to prepaid
insurance costs are reported as expenditures. Prepaid insurance costs should be reported as an asset
and systematically and rationally expensed over the life of the related debt.
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L. Employee Compensated Absences

Full-time and part-time permanent employees accumulate earned but unused vacation leaves and
sick pay benefits in varying amounts to specified maximums depending on status and tenure with the
County. A liability for these amounts is accrued when incurred in the government-wide financial
statements. Governmental funds report only matured compensated absences payable to currently
terminating employees.

M. Fund Equity

As prescribed by GASB Statement No. 54, governmental funds report fund balance in classifications
that comprise a hierarchy based primarily on the extent to which the government is bound to honor
constraints on the specific purposes for which amounts in the funds can be spent. Fund balances for
governmental funds consist of the following categories:

Nonspendable Fund Balance - includes amounts that are not in a spendable form or are legally or
contractually required to be maintained intact (such as inventories or prepaid amounts).

Restricted Fund Balance - includes amounts that can be spent only for specific purposes stipulated by
external parties (such as creditors, grant providers, or contributors) or by law.

Committed Fund Balance - includes amounts that can be used only for the specific purpose
determined by the Board of Supervisors by a formal action, such as the passage of an ordinance.
Commitments may be changed or lifted only by the Board of Supervisors taking the same formal
action. The formal action must occur prior to the end of the reporting period. The amount which will
be subject to the constraint may be determined in the subsequent period.

Assigned Fund Balance - is comprised of amounts intended to be used by the government entity for
specific purposes that are neither restricted nor committed. Intent can be expressed by the Board of
Supervisors or by an official or body to which the Board delegates the authority. Assigned fund balance
can be used to eliminate a projected budgetary deficit in the subsequent year’s budget.

Unassigned Fund Balance - is the residual classification for the General Fund and includes all amounts
not contained in the other classifications. The general fund should be the only fund that reports a
positive unassigned fund balance amount. In other governmental funds, if expenditures incurred for
specific purposes exceeded the amounts restricted, committed, or assigned to those purposes, it may
be necessary to report a negative unassigned fund balance. Unassigned amounts are technically
available for any purpose.

N. Use of Estimates
The preparation of basic financial statements, in conformity with generally accepted accounting
principles, requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

O. Pensions
For purposes of measuring the net pension liability and deferred outflows/inflows of

resources related to pensions and pension expense, information about the fiduciary net position of
Shasta County’s California Public Employees’ Retirement System (CalPERS) plans (Plans) and additions
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to/deductions from the Plans fiduciary net position have been determined on the same basis as they
are reported by CalPERS. For this purpose, benefit payments (including refunds of employee
contributions) are recognized when due and payable in accordance with the benefit terms.
Investments are reported at fair value.

P. Other Postemployment Benefits (OPEB)

For purposes of measuring the net OPEB liability, deferred outflows of resources and deferred inflows
of resources related to OPEB, and OPEB expense, information about the fiduciary net position of the
County of Shasta Retiree Healthcare Plan (Plan) and additions to/deductions from the Plan’s fiduciary
net position have been determined on the same basis as they are reported by the Public Agency
Retirement Services (PARS) Trust. For this purpose, benefit payments are recognized when due and
payable in accordance with the benefit terms. Investments are reported at fair value.

Q. Adoption of New GASB Pronouncements
The primary government adopted the following in fiscal year 2021:

GASB Statement No. 84, Fiduciary Activities, was established to improve guidance regarding the
identification of fiduciary activities for accounting and financial reporting purposes and how those
activities should be reported. The implementation of this statement has resulted in changing the
presentation of financial statements by including accruals and ending net position to custodial funds
not previously required.

GASB Statement No. 87, Leases, was established to increase the usefulness of governments’ financial
statements by requiring recognition of certain lease assets and liabilities for leases that previously
were classified as operating leases and recognized as inflows of resources or outflows of resources
based on the payment provisions of the contract. It establishes a single model for lease accounting
based on the foundational principle that leases are financings of the right to use an underlying asset.

GASB Statement No. 91, Conduit Debt Obligations, has been evaluated and has no impact on the
County’s financial reporting or notes.

GASB Statement No. 92, Omnibus 2020, has been evaluated and has no impact on the County’s
financial reporting or notes.

GASB Statement No. 93, Replacement of Interbank Offered Rates, has been evaluated and has no
impact on the County’s financial reporting or notes.

GASB Statement No. 97, Certain Component Unit Criteria, and Accounting and Financial Reporting for
Internal Revenue Code Section 457 Deferred Compensation Plans, has been evaluated and has no
impact on the County’s financial reporting or notes.

R. Pending Changes in Accounting Principles
GASB Statement No. 96 - In May of 2020, the GASB issued Statement No. 96, Subscription-Based
Information Technology Arrangements. The Statement is effective for reporting periods beginning

after June 15, 2022 (the County’s financial statements for the fiscal year ending June 30, 2023). The
County has not determined the effect, if any, on the financial statements.
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NOTE 2: Cash in Treasury

A. Cash Management

As provided for by the California Government Code, the cash balances of substantially all funds are
pooled and invested by the County Treasurer for the purpose of increasing interest earnings through
investment activities. The investment pool is not registered within the Securities and Exchange
Commission (SEC), and a treasury oversight committee exists to provide oversight to ensure that
investments comply with the approved investment policy. The respective funds’ shares of the total
pool are included in the accompanying combined balance sheet under the caption “Cash and
Investments.” These investments are stated at fair value. Interest earned on these investments is
allocated quarterly to certain participating funds based on their daily cash in County treasury
balances.

The County annually determines if a fair value investment adjustment is required for financial
reporting requirements. Participants may withdraw their investment from the pool on a dollar per
dollar basis. School districts are considered involuntary participants in the investment pool and
comprise 44.3 percent of the total treasury investment pool (including County Operational funds).
Special districts, Private-Purpose Trust funds, and Custodial funds approximate 5.6 percent of the
investment pool and the extent of involuntary participation cannot be determined at this time. County
operational funds comprise the remaining 50.1 percent of the investment pool.

At June 30, 2021, total County cash and investments were as follows:

Total cash and investments at June 30, 2021 were presented on the County’s financial statements as
follows:
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Investments

At June 30, 2021, the County had the following investments:

Interest Rate Risk

The County manages its exposure to declines in fair values by limiting the weighted average maturity
of its investment portfolio to 1,095 days or less in accordance with its investment policy. The Local
Agency Investment Fund (LAIF) averages 200 days to maturity and approximately 70 percent of the
portfolio is US Treasuries further limiting interest rate risk.

Credit Risk

State law and the County’s Investment Policy limit investments in commercial paper to the rating of
Al by Standard & Poor’s or P-1 by Moody’s Investors Service. State law and the County’s Investment
Policy also limit investments in corporate bonds to the rating of A by Standard & Poor’s and Moody’s
Investors Service. The County does not have credit limits on government agency securities.
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Concentration of Credit Risk

The following is a summary of the credit quality distribution and concentration of credit risk by
investment type as a percentage of the County Investment Pool at June 30, 2021.

At June 30, 2021, the County had the following investments in any one issuer that represent 5 percent
or more of the total investments. Investments issued or explicitly guaranteed by the U.S. government
and investments in mutual funds, external investment pools, and other pooled investments are
excluded because they are not a concentration of credit risk.

Custodial Credit Risk

For an investment, custodial credit risk is the risk that, in the event of the failure of the counterparty,
the County will not be able to recover the value of its investments or collateral security that are in the
possession of an outside party. At year end, the County’s investment pool and specific investments
had no securities exposed to custodial credit risk.
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Local Agency Investment Fund

The County Treasurer’s Pool maintains an investment in the State of California Local Agency
Investment Fund (LAIF), managed by the State Treasurer. This fund is not registered with the
Securities and Exchange Commission as an investment company but is required to invest according to
California State Code. Participants in the pool include voluntary and involuntary participants, such as
special districts and school districts for which there are legal provisions regarding their investments.
The Local Investment Advisory Board (Board) has oversight responsibility for LAIF. The Board consists
of five members as designated by state statute.

At June 30, 2021, the County’s investment position in the State of California Local Agency Investment
Fund (LAIF) was $65,000,000 (fair value of $65,005,393) and is the same as the value of the pool
shares. The total amount invested by all public agencies in LAIF on that day was $193,463,490,765;
100 percent of which was invested in other non-derivative financial products.

County Investment Pool Condensed Financial Statements

The following represents a condensed statement of net position and changes in net position for the
Treasurer’s investment pool as of June 30, 2021:
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B. Allocations of Investment Income Among Funds

Investment income from pooled investments is allocated first to those funds, which are required by
law or administrative action to receive investment income, and then to the Proprietary Funds.
Investment income is allocated on a quarterly basis based on the aggregate daily cash balance in each
fund.

Cash and investments held separately from the pool are managed by a trustee or fiscal agent; include
those for the Shasta Lake Local Agency Investment Fund, Housing Authority of Shasta County, and
Shasta Joint Powers Financing Authority. Investments are stated at fair value.

C. Authorized Investments

The table below identifies the investment types that are authorized for the County by the California
Government Code or the County’s Investment Policy, where more restrictive. The table also identifies
certain provisions of the County’s Investment Policy that address interest rate risk, credit risk, and
concentration risk.

*The Treasury may invest only in bankers’ acceptances issued by institutions rated A or better by
Standard and Poor’s Corporation or A2 or better by Moody’s Investor Service.

**The Treasury may invest only in commercial paper, medium-term notes, and inactive public
deposits that are rated A or its equivalent or better by a nationally-recognized rating service.

Investments for bond proceeds and funds held by bond fiscal agent or trustees are governed and
restricted by the bond documents. The permitted investment language in each bond transaction is
usually unique to each transaction and at times can either be more permissive or less permissive than
the County’s investment policy over other investments.
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D.

Fair Value of Investments

Accounting pronouncement GASB Statement No. 31 generally applies to investments in external
investment pools (State of California LAIF and other government sponsored investment pools),
investments purchased with maturities greater than one year, mutual funds, and certain investment
agreements. Generally, governmental entities need to report the “fair value” changes for these
investments at year-end and record these gains or losses on their income statement.

The County does not present realized and unrealized gains or losses on separate items on the face of
its financial statements or in its note disclosures when they are deemed to be immaterial to the
financial statements as a whole.

Methods and Assumptions Used to Estimate Fair Value

The County adjusts its investment accounting records to “fair value” at fiscal year-end. The
investment pool is categorized by fair value measurements within the fair value hierarchy established
by generally accepted accounting principles. These principles recognize a three-tiered fair value
hierarchy, as follows:

e Level 1: Investments reflect prices quotes in active markets;

o Level 2: Investments reflect prices that are based on a similar observable asset either directly or
indirectly, which may include inputs in markets that are not considered to be active; and,

e Level 3: Investments reflect prices based upon unobservable sources.

When available, quoted prices are used to determine fair value. When quoted prices in active markets
are available, investments are classified within Level 1 of the fair value hierarchy. When quoted prices
in active markets are not available, fair values are based on evaluated prices received from the
County’s custodian of investments.

For level 2 assets, the County’s custodians generally use multidimensional relational model. Inputs to
their pricing models are based on observable market inputs in active markets. The inputs to the pricing
models are typically benchmark yields, reported trades, broker-dealer quotes, issuer spreads, and
benchmark securities, among others. The County owns no Level 3 investments.
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NOTE 3: Loans and Notes Receivable

At June 30, 2021, the loans and notes receivable balance as reported in the governmental non-major
funds was $7,358,756.

The balance consists of $1,793,489 in loans to individuals for housing rehabilitation and $3,910,539
for the purchases of homes. The maximum original amount of the loans to individuals for housing
rehabilitation is $96,000 per owner occupied home or $96,000 per housing unit for rental owners.
The maximum term of these notes is 30 years and the annual interest rate varies from no interest to
6 percent.

A loan receivable of $248,000 for the Veteran’s Housing Community was approved by the Board on
November 7, 2017. The loan was paid in full including accrued interest in FY 2020-21.

A note receivable in the amount of $1,000,000 for construction and permanent financing of a low-
income rental housing rehabilitation project was approved by the Board on August 20, 2019, which
$900,000 was funded in FY 2019-20. The term of the note ends August 12, 2074 with annual payments
based on a percentage of the Developer’s Residual Receipts and an annual interest rate of 3 percent.
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The balance of $754,728 consists of real property rehabilitation deferred loans made to the following
organizations:

Funding for these loans is provided by Community Development Block Grants.
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NOTE 4: Capital Assets

Capital asset activity for the fiscal year ended June 30, 2021, was as follows:
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Depreciation expense was charged to governmental and business-type functions as follows:
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NOTE 5: Leases
Lessee:

The County entered into 36 noncancelable leases with various third parties. Current lease activities
include the right-to-use office space, photocopiers, printers, mail machines, and other equipment. The
lease terms include the noncancelable period of the lease and extensions the County is reasonably certain
to exercise and vary with each contract. Many of the structure leases increase annually based on CPI. An
initial lease liability of $22,086,876 was recognized with a remaining balance of $19,838,316 at June 30,
2021.
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Lessor:

In 2012, the County entered into a twenty year noncancelable lease with New Cingular Wireless for roof
space with the purpose of constructing, maintaining, and operating communication equipment. The initial
term is for five years, with three additional automatic five-year term extensions available to the Lessee.
In the first year of each extension term, the monthly rent will increase by three percent. The County
recognized $24,396 in lease revenue during the current fiscal year. As of June 30, 2021, the County’s
receivable for lease payments and related deferred inflow of resources from this lease is $320,673.

The County has three noncancelable airport hangar leases with third parties entered into between 2011
and 2017. The County recognized $9,930 in lease revenue during the current fiscal year. As of June 30,
2021, the County’s receivable for lease payments and related deferred inflow of resources from these

leases is $157,942.

At June 30, 2021, the County recognized the following lease receivables:

69



NOTE 6: Interfund Transactions
Interfund Receivables/Payables
Due to/from Other Funds:

Interfund receivable and payable balances at June 30, 2021, between major and non-major
governmental funds, non-major enterprise funds, and internal service funds are as follows:
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Transfers:

Interfund transfers are used to (1) move revenues from the fund that statute or budget requires to
collect them, to the fund that statute or budget requires to expend them; (2) move receipts restricted
to debt service from the funds collecting the receipts, to the debt service fund as debt service
payments becomes due; and (3) use unrestricted revenues collected in the General Fund to finance
various programs accounted for in other funds in accordance with budgetary authorizations.

Interfund transfers for the year ended June 30, 2021, consisted of the following:
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Advances:

Advances are used to record transactions between funds that are representative of lending or
borrowing arrangements outstanding at the end of the fiscal year.

The following is a listing of advances to/from other funds:

NOTE 7: Long-Term Liabilities
A. Changes in Long-Term Obligations

The changes in the County’s long-term obligations during the year consisted of the following:
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The County’s outstanding notes from direct borrowings and direct placements related to
governmental activities of $15,119,495 are comprised of Courthouse Improvement debt and Energy
Retrofit debt. The Courthouse Improvement debt is secured by the collection of fines by the Superior
Court system. The Energy Retrofit debt is secured by the savings on energy charges. In both
borrowings, non-payment of scheduled payments would constitute default and make borrowings
immediately due and payable.

Detail on direct borrowings and direct placements related to governmental activities is contained in
Table 7 B. Summary of Long-Term Obligations.

The County’s outstanding notes from direct borrowings and direct placements related to business-
type activities of $3,436,423 are comprised of County Service Area (CSA) #6 Jones Valley, #3 Castella,
and #23 Crag View debt related to the acquisition/construction of infrastructure assets. These
borrowings are secured by special assessments and property taxes levied on the property owners
within the respective CSA. Non-payment of scheduled payments (without correction per debt
documents) would constitute default and make borrowings immediately due and payable.

The remaining direct borrowing related to business-type activities consists of debt related to the
County landfill, septage improvements. This borrowing is secured by fee revenue. Non-payment of
scheduled payments would constitute default and make borrowings immediately due and payable.

Detail on direct borrowings and direct placements related to business-type activities is contained in
Table 7 B. Summary of Long-Term Obligations.

Summary of Long-Term Obligations
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As of June 30, 2021, annual debt service requirements of governmental activities to maturity are as
follows:
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As of June 30, 2021, annual debt service requirements of business-type activities to maturity are as
follows:

The County has assessed the impact of GASB Statement No. 65, Items Previously Reported as Assets
and Liabilities, as it relates to 2011 and 2013 advanced refunding of the Lease Revenue Bonds for the
Courthouse and Admin Center. The outcome of the assessment showed the amount to be reported
as a deferred outflow of resources due to the difference between the reacquisition price and the net
carrying value of the old debt to be immaterial to the financial statements as a whole. As such, the
deferred outflows do not appear on the Government-Wide Statement of Net Position. Interest
payments and lease revenue bonds are serviced by revenues generated from lease payments made
by the general fund on lease facilities. Capital lease obligations are paid from the general fund.
Claims and judgments will be paid from the County’s risk management internal service funds. A
majority of the claims are paid through internal service fund charges to the general fund and
enterprise funds. Compensated absences liabilities will be paid by several of the County’s funds,
including the general fund, special revenue funds, and internal service funds.

Compensated Absences/Sick Time

Accumulated vacation, compensated time, administrative leave, unused holiday time, and a
percentage of the accumulated sick pay (the percentage varies based on length of employment and
whether management or non-management employee status), is payable upon termination. Such
amounts are not accrued in governmental funds but are recorded as long-term liabilities on the
Statement of Net Position. Non-vested sick pay benefits payables due to illness of employees are
recorded as expenditures when paid.

There was an increase of $1,203,682 in accumulated compensated absence and vacation totals as
compared to June 30, 2020 balances. This increase is due primarily to COVID-19 stay at home order,
which made it difficult for employees to take vacation time, and COVID leave time granted to affected
employees.
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NOTE 8: Landfill Closure and Post Closure Costs

Estimated Liability for Solid Waste Landfill Closure and Postclosure Maintenance Costs

The County currently owns and maintains the West Central Landfill site. State and federal laws and
regulations require that the County place a final cover on the landfill when closed and perform certain
maintenance and monitoring functions at the landfill site for 30 years after closure. In addition to
operating expenses related to current activities of the landfill, an estimated liability is being recognized
based on the future closure and postclosure maintenance costs that will be incurred near or after the date
the landfill no longer accepts waste. The estimated total current cost of the landfill closure and
postclosure maintenance costs is $20,344,971 based on the amount that would be paid if all equipment
facilities and services required to close, monitor, and maintain the landfill were acquired as of the balance
sheet date. However, the costs for landfill closure and postclosure maintenance costs are based on yearly
estimates, reviewed by the California Department of Resources Recycling and Recovery, as prepared by
the county public works department. At June 30, 2021 the estimated percentage usage (filled) of the
landfill site was 68.51% and the County has recognized an estimated liability of $13,938,056 for the County
landfill site for closure and postclosure maintenance costs. It is estimated that an additional $6,406,915
liability will be recognized as closure and postclosure costs between the date of the balance sheet and the
date the landfill is expected to be filled to capacity.

These cost estimates are subject to change based on such factors as inflation or deflation, changes in
technology, or changes in federal or state landfill laws and regulations. The County expects that future
inflation costs will be paid from the interest earnings on these contributions.

State and federal laws and regulations require the County to make annual contributions to finance closure
and postclosure maintenance costs. The County has established an enterprise fund to maintain these
funds.

The West Central Landfill is not in compliance with the terms of its operating permit under Subtitle D of
the Environmental Protection Agency. A previously compliant gas migration monitoring well has exceeded
mandated levels, the approved remediation plan was implemented in 2020. The county is currently
monitoring the well’s improvement and believes compliance will be achieved by the end of 2021.

The Buckeye Landfill is not in compliance concerning water quality discharge. Efforts to improve water
quality began at the facility in 2020 and will continue through FY 2021-2022. These improvements will
ensure this facility will be in compliance.

As stated above, the estimated liability of the County landfill site closure and postclosure maintenance
cost was $13,938,056 and as of June 30, 2021 the County has set aside $20,534,801, resulting in an
overfunding of the liability by $6,596,745.
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NOTE 9: Fund Balances

As prescribed by GASB Statement No. 54, governmental funds report fund balance in classifications
that comprise a hierarchy based primarily on the extent to which the government is bound to honor
constraints on the specific purposes for which amounts in the funds can be spent.

The following is a summary of Fund Balances at June 30, 2021:
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In circumstances when an expenditure is made for a purpose for which amounts are available in
multiple fund balance classifications, fund balance is depleted in the order of restricted, committed,
assigned and unassigned.

On March 1, 2011, the County Board approved a fund balance policy. The policy established a
minimum reserve of twenty percent of the average final budgeted General Fund appropriations for
the preceding three fiscal years, with an upper goal of fifty percent. Fund balance in excess of the
upper goal may be considered for the following one-time or short-term purposes: restore funds
advanced from the General Reserve in prior fiscal years; increase the General Reserves to its minimally
approved level; capital and technology improvements; reduction of unfunded liabilities, including
retirement and retiree health obligations; debt retirement; productivity enhancements; cost
avoidance projects; litigation; local match for grants involving multiple departments; and other
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purposes which are fiscally prudent for the County as identified and recommended by the County
Executive Officer and approved by the Board of Supervisors. Effective the fiscal year ending June 30,
2011, this category will be in the Committed Fund Balance. A designation for debt service that is equal
to one year of debt service payments will be maintained. Effective the fiscal year ending June 30,
2011, this category will be in the Assigned Fund Balance.

On December 4, 2007, the County established a reserve policy for cash flow purposes, revenue
shortfalls, or unpredicted one-time expenditures. In accordance with the Government Finance
Officers Association (GFOA) recommendation for low to moderate level of risk, the General Reserve
was updated August 20, 2019 to establish a target balance of 17-25% of projected General Fund
expenditures. In years where the General Reserve is less than the target balance, the County Executive
Officer may recommend increases to the reserve from unanticipated one-time resources. Once the
target balance is achieved, the General Reserve must be maintained at a minimum balance of ten
million dollars at all times for cash-flow purposes and can be spent down over three years, with no
more that 40% of the reserve being utilized in any one year. In the event the that the General Reserve
is spent down, it will be replenished over the same number of years beginning in the next fiscal period
after it was last used. Except in cases of a legally declared emergency, as defined in Government Code
section 29127, the General Reserve may only be established, canceled, or decreased at the time of
adopting the budget as provided in Government Code section 29088. The General Reserve may be
increased any time during the fiscal year by a four-fifths vote by the Board of Supervisors. The General
Reserve is the last resort in balancing the County budget. The General Reserve may be used as a
resource for "dry-period" financing for special districts under the Board of Supervisors, as well as
select districts and/or agencies in the county at any time upon written request. Requests for loans
for "dry-period financing" for special districts under the Board of Supervisors as well as select districts
and agencies in the County require a four-fifths vote of the Board of Supervisors for approval.

NOTE 10: Risk Management

The County has a Risk Management Fund (Internal Service Fund) to consolidate the County’s Workers'
Compensation and General Liability insurance programs that are partially self-insured. Fund revenues are
primarily premium charges to other funds and are planned to equal estimated payments resulting from
self-insurance programes, liability insurance coverage in excess of the self-insured amount, and operating
expenses.

The County maintains a self-insured retention (SIR) of $250,000 per occurrence for its general liability
program. Losses, which exceed the SIR, are covered by excess insurance policy purchased through CSAC
Excess Insurance Authority.

The County maintains a self-insured retention (SIR) of $250,000 per occurrence for its Workers’

Compensation Program. Losses, which exceed the SIR, are covered by an excess insurance policy
purchased through the CSAC Excess Insurance Authority.
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The actuarially determined outstanding claims liability including incurred but not reported claims and
expense liability adjustment as of June 30, 2021, were as follows:

Unpaid Claims Liabilities

The County of Shasta establishes claims liabilities based on estimates of the ultimate costs of the claims
that have been reported but not settled, and of claims that have been incurred, but not reported (IBNR).
The length of time for which such costs must be estimated varies depending on the type of insurance
involved. Estimated amounts of salvage and reinsurance recoverable are considered in developing the
estimates. Because actual claims costs depend on many complex factors, the process used in computing
claims liabilities does not necessarily result in an exact amount. In estimating the liability, reliance is
placed on both actual historical data and on other factors that are considered to be appropriate modifiers
of past experience. Adjustments to claims liabilities are charged or credited to expense in the periods in
which they are made.

As discussed above, the County of Shasta established a liability for both reported and unreported insured
events, which included estimates of both future payments of losses and related claim adjustment
expenses. The following represents changes in those aggregate liabilities for the fund at June 30, 2021
and 2020:

NOTE 11: Other Postemployment Benefits

A. Plan Description and Administration

The County of Shasta Retiree Healthcare Plan (Plan) is a single-employer defined benefit healthcare
plan administered by the County. The plan provides healthcare benefits to eligible retirees and their
dependents. The Plan does not issue a financial report.

The County has prefunded a portion of its OPEB benefits in Public Agency Retirement Services (PARS)
trust.

The PARS Trust is a tax qualified irrevocable trust, organized under Internal Revenue Code (IRC)
Section 115, established to pre-fund OPEB as described in GASB Statement 75. PARS issues annual
audited financial statements for each participating agency of the Trust. PARS is considered an agency
agent multiple-employer plan, required to provide financial statements and required supplementary
information (Schedule of Changes in Fiduciary Net Position by Plan) that are prepared in conformance
with GASB Statement 75.
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These reports may be obtained by writing the plan at the following address:
PARS 4350 Von Karman Ave., Suite 100, Newport Beach, CA 92660-2043
Benefits Provided

The County provides retiree healthcare benefits to employees retiring from the County. Medical
coverage is provided through CalPERS healthcare program (PEMHCA) except for County Trades and
Crafts/Teamsters employees provided through the union sponsored plan. The County pays a portion of
retiree healthcare premiums, subject to caps which are based on the PEMHCA “unequal method.” The
contribution caps also vary by bargaining unit and length of service according to bargaining agreements.
PEMHCA law requires that the retirees receive the same healthcare benefits that are offered to the
active employees. Also, under requirements of state and local law, the County pays the medical
insurance coverage for employees that retire due to disability. No vision or life insurance benefits are
provided.

Benefit provisions are established and may be amended through agreements and memorandums of
understanding between the County, its management employees, and unions representing County
employees.

As of June 30, 2019, (the valuation date on the most recent actuarial valuation performed), plan
membership consisted of:

All new hires after January 1, 2018, are eligible to participate in a County sponsored 401(a) plan in lieu
of retiree healthcare benefits. Hires prior to January 1, 2018, may opt in to the 401(a) plan and forfeit
any retirement health benefits (except the PEMHCA minimum required monthly contribution). Eligible
employees must participate in a deferred compensation plan to be eligible for participation in the 401(a)
plan. The County 401(a) match is equivalent to participants deferred compensation contribution up to
3%. New hires will only be eligible for the CalPERS Minimum Required Contribution towards healthcare.
The implementation of the 401(a) plan is projected to allow the County to be fully funded by 2038/39.

Contributions

The contributions are based on pay-go for premiums and contributions to the PARS OPEB trust. The
County is making the following contributions directly to the PARS Trust; 4% of payroll, an additional
1% based on the savings from the increase in employee contributions towards the CalPERS Employer
Contribution to the PERS Pension, and any heath savings from additional employee contributions
agreed upon by individual bargaining units. The pay-go amount is the actual amount of retiree
premiums. Total contributions (pay-go and trust contributions) for the year ended June 30, 2021 were
$14,937,709.
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D. Net OPEB Liability

At June 30, 2021, the County reported a net OPEB liability of $ 135,134,851. The net OPEB liability was
measured as of June 30, 2020, and the total OPEB liability was determined by an actuarial valuation
as of June 20, 2019.

E. Actuarial Assumptions

The total OPEB liability in the June 30, 2019 actuarial valuation was determined using the following
actuarial assumptions, applied to all periods included in the measurement, unless otherwise specified:

Mortality rates were based on the CalPERS most recent pension experience study projected fully
generational Scale MP-2014 modified to converge to ultimate rates in 2022.

The long-term expected rate of return on OPEB plan investments was determined using a building-
block method in which best-estimate ranges of expected future real rates of return (expected returns,
net of OPEB plan investment expense and inflation) are developed for each major asset class. These
ranges are combined to produce the long-term expected rate of return by weighting the expected
future real rates of return by the target asset allocation percentage and by adding expected inflation.
The target allocation and best estimates of arithmetic real rates of return for each major asset class
are summarized in the following table:

Discount rate. The discount rate used to measure the total OPEB liability was 7.00% (for GASB 75
purposes) based on a blended rate reflecting the asset rate of return and using the average of 3 — 20-
year municipal bond rate indices: S&P Municipal Bond 20 Year High Grade Rate Index, Bond Buyer 20-
Bond GO Index, and Fidelity GO AA 20 Year Bond Index.
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Sensitivity of the net OPEB liability to changes in the discount rate and healthcare cost trend rates. The
following presents the net OPEB liability of the County, as well as what the County’s net OPEB liability
would be if it were calculated using a discount rate that is 1-percentage-point lower (6.00 percent) or
1-percentage point higher (8.00 percent) than the current discount rate:

Sensitivity of the net OPEB liability to changes in the healthcare cost trend rates. The following
presents the net OPEB liability of the County, as well as what the County’s net OPEB liability would be
if it were calculated using healthcare cost trend rates that are 1-percentage-point lower (5.5 percent
decreasing to 4.0 percent) or 1-percentage-point higher (7.5 percent decreasing to 6.0 percent) than
the current healthcare cost trend rates:
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OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to
OPEB

For the year ended June 30, 2021, the County recognized OPEB expense of $ 3,280,284. At June 30,
2021, the County reported deferred outflows of resources and deferred inflows of resources related
to OPEB from the following sources:

$14,937,709 reported as deferred outflows of resources related to contributions subsequent to the
measurement date will be recognized as a reduction of the net OPEB liability in the year ended
June 30, 2022. Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to pensions will be recognized as pension expense as follows:

NOTE 12: PENSION PLANS

A. General Information about the Pension Plans

Plan Descriptions — All qualified permanent and probationary employees participate in Shasta
County’s separate Safety (police and fire) and Miscellaneous (all other) Plans, agent multiple-
employer defined benefit pension plans administered by the California Public Employees’
Retirement System (CalPERS), which acts as a common investment and administrative agent for its
participating member employers. Benefit provisions under the Plans are established by State statute
and Shasta County resolution. CalPERS issues publicly available reports that include a full description
of the pension plans regarding benefit provision, assumptions and membership information that can
be found on the CalPERS website.
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Benefits Provided — CalPERS provides service retirement and disability benefits, annual cost of living
adjustments and death benefits to plan members, who must be public employees and beneficiaries.
Benefits are based on years of credited service, equal to one year of full-time employment.
Members with five years of total service are eligible to retire at age 50 with statutorily reduced
benefits. All members are eligible for non-duty disability benefits after 10 years of service. The death
benefit is one of the following: The Basic Death Benefit, the 1957 Survivor Benefit, or the Optional
Settlement 2W Death Benefit. The cost of living adjustments for each plan are applied as specified
by the Public Employees’ Retirement Law.

Contributions — Section 20814(c) of the California Public Employees’ Retirement Law requires that
the employer contribution rates for all public employers be determined on an annual basis by the
actuary and shall be effective on the July 1 following notice of a change in the rate. Funding
contributions for both Plans are determined annually on an actuarial basis as of June 30 by CalPERS.
The actuarially determined rate is the estimated amount necessary to finance the costs of benefits
earned by employees during the year, with an additional amount to finance any unfunded accrued
liability. The County is required to contribute the difference between the actuarially determined rate
and the contribution rate of employees. Contributions to the pension plans from the County for the
year ended June 30, 2021 were $21,896,339 for Miscellaneous Plan and $10,441,037 for Safety Plan.

Beginning March 4, 2021, members of most bargaining units begin paying an additional 1% towards
the CalPERS Employer Contribution to the PERS pension. The County agreed to apply its savings
from the unit members additional 1% toward the Employer Contribution to reduce either the Other
Post Employment Benefit unfunded liability and/or the CalPERS Retiree pension unfunded liability.

The Plans’ provisions and benefits in effect at June 30, 2021, are summarized as follows:

Employees Covered — At June 30, 2021, the following employees were covered by the benefit terms
for each Plan:
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B. Net Pension Liability

The Local Government’s net pension liability for each Plan is measured as the total pension liability,
less the pension plan’s fiduciary net position. The net pension liability of each of the Plans is
measured as of June 30, 2020, using an annual actuarial valuation as of June 30, 2019, rolled
forward to June 30, 2020 using standard update procedures. A summary of principal assumptions
and methods used to determine the net pension liability is shown below. Actuarial Assumptions —
The total pension liabilities in the June 30, 2020 actuarial valuations were determined using the
following actuarial assumptions:
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The underlying mortality assumptions and all other actuarial assumptions used in the June 30, 2020
valuation were based on the results of a December 2017 actuarial experience study for the period
1997 to 2015. Further details of the Experience Study can be found on the CalPERS website.

Discount Rate — The discount rate used (GASB 68 actuarial report) to measure the total pension
liability was 7.15 percent for each Plan. To determine whether the municipal bond rate should be
used in the calculation of a discount rate for each plan, CalPERS stress tested plans that would most
likely result in a discount rate that would be different from the actuarially assumed discount rate.
Based on the testing, none of the tested plans run out of assets. Therefore, the current 7.15 percent
discount rate is adequate, and the use of the municipal bond rate calculation is not necessary. The
long term expected discount rate of 7.15 percent will be applied to all plans in the Public Employees
Retirement Fund (PERF). The stress test results are presented in a detailed report that can be
obtained from the CalPERS website.

The table below reflects the long-term expected real rate of return by asset class. The rate of return
was calculated using the capital market assumptions applied to determine the discount rate and
asset allocation. These rates of return are net of administrative expenses.
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C. Changes in the Net Pension Liability

The changes in the Net Pension Liability for each plan follows:
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Sensitivity of the Net Pension Liability to Changes in the Discount Rate — The following presents the
net pension liability of the County for each Plan, calculated using the discount rate for each Plan, as
well as what the County’s net pension liability would be if it were calculated using a discount rate
that is 1-percentage point lower or 1-percentage point higher than the current rate:

Pension Plan Fiduciary Net Position — Detailed information about each pension plan’s fiduciary net
position is available in the separately issued CalPERS financial reports.

For the year ended June 30, 2021, the County recognized net pension expense of $27,559,169 and
$13,755,425 for Safety and Miscellaneous respectively, for a combined net pension expense of
$41,314,594. At June 30, 2021, the County reported deferred outflows of resources and deferred
inflows of resources related to pensions from the following sources:
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D. Pension Expenses and Deferred Outflows/Inflows of Resources Related to Pensions

$32,339,376 reported as deferred outflows of resources related to contributions subsequent to the
measurement date will be recognized as a reduction of the net pension liability in the year ended
June 30, 2022. Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to pensions will be recognized as pension expense as follows:

NOTE 13: Commitments and Contingencies

A. Construction Commitments

At June 30, 2021, the County has commitments of approximately $13.8 million for construction
contracts, awarded but not completed. The major contracts outstanding are for the Wastewater
Treatment Plant Improvement Project, Shasta County Jail Accessibility Improvements, Deschutes
Road Widening Phase Il Project, Gas Point Road at No Name Ditch Box Culvert Replacement Project,
Riverside Avenue Fire Station 47, 2021 SB-1 Pavement Rehabilitation, and the Shasta County Jail Door
Replacement and Modification Project.

B. Litigation

The County is subject to various lawsuits and claims involving public liability and other actions
incidental to the ordinary course of County operations. In the opinion of management and legal
counsel, the disposition of all litigation pending will not have a material effect on the County’s financial
statements.

C. Grant Revenues

The County recognizes as revenue, grant monies received as reimbursement for costs incurred in
certain federal and state programs it administers. Although the County’s federal grant programs have
been audited through June 30, 2021 in accordance with the requirements of the Federal Single Audit
Act of 1997 and the audit requirements of Title 2 U.S. Code of Federal Regulations (CFR) Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance), these programs may be subject to financial and compliance audits by the
reimbursing agencies. The amount, if any, of expenditures which may be disallowed by the granting
agencies cannot be determined at this time, although the County expects such amounts, if any, to be
immaterial.
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NOTE 14: Tax Abatements

The County provides property tax abatements through the Agricultural Preserve Program. The
program enrolls land in Williamson Act contracts whereby the land is contractually restricted to
agricultural, open space, or recreational uses in exchange for reduced property tax assessments.
Participation in the program is voluntary. Shasta County Code and Williamson Act guidelines are the set
of rules by which Shasta County administers the program.

Under the provisions of these contracts, the assessed value of the land on these parcels is assessed for
property tax purposes based on agricultural or open space use, rather than the factored base year
value or market value of the property, whichever is less. The contract term is ten years and
automatically renews until a nonrenewal or cancellation process is initiated. Under the nonrenewal
process, the annual tax assessment increases over a defined period until the assessment reflects the
factored base year value or the market value of the property.

For the fiscal year ended June 30, 2021, Shasta County assessed valuation before Williamson Act contracts
was $174,249,506. After Williamson Act contract reductions, the assessed value was $52,847,267; a
reduction in assessed value of $121,402,239. This results in a tax abatement of approximately $1,214,670
at the 1% Tax rate allowed by Proposition 13. Of this tax abatement, approximately 13% or $157,823
would have been received by the County. This amount does not have an impact on the financial
statements. The County calculates and distributes tax at a Tax Rate Area (TRA) level therefore the tax
abated when calculated at the individual parcels could vary as the County has a higher or lower AB8 factor
for each respective TRA. Agricultural lands however are generally located within the unincorporated
County where the County generally has a higher AB8 apportionment factor at the TRA level than the
Countywide ABS8 factor.

NOTE 15: Restatement

During the fiscal year ended June 30, 2021, the County adopted new accounting guidance by
implementing the provisions of GASB Statement No. 84, Fiduciary Activities, which establishes criteria for
identifying and reporting fiduciary activities. The implementation of this statement has resulted in several
funds consolidating into the General Fund and changing the presentation of financial statements by
including ending net position to Private Purpose Trust and Custodial funds not previously required.
Beginning net position or fund balance has been restated to reflect this change.

Governmental General Private Purpose Trust Custodial
Activities Fund Funds Funds
Net Position/Fund Balance, June 30, 2020,
as previously reported S 20,466,709 S 113,386,375 $ - $
Restatement due to change in accounting principle 407,936 407,936 2,232,919 17,674,027
Net Position/Fund Balance, June 30, 2021, as Restated _$ 20,874,645 S 113,794,311 S 2,232,919 S 17,674,027
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BASIS OF BUDGETING

In accordance with the provisions of Section 29000 and 29143, inclusive, of the California Government
Code and other statutory provisions, commonly known as the County Budget Act, the County prepares a
budget for each fiscal year on or before August 30. Budgeted expenditures are enacted into law through
the passage of an Appropriation Ordinance. This ordinance mandates the maximum authorized
expenditures for the fiscal year and cannot be exceeded except by subsequent amendments to the budget
by the County’s Board of Supervisors. An operating budget is adopted each fiscal year for all Governmental
Funds.

Expenditures are controlled at the object level within budget units for the County. The object level within
a budget unit is the level at which expenditures may not legally exceed appropriations. Any amendments
for transfers of appropriations between departments or funds are authorized by the County
Administrative Office and must be approved by the Board of Supervisors.

The Board of Supervisors must approve supplemental appropriations normally financed by unanticipated
revenues during the year. Pursuant to Board Resolution, the County Administrative Officer is authorized
to approve any budget transfer within a budget unit provided that such approval does not exceed $75,000
nor increase the total appropriations of the budget. Budgeted amounts in the budgetary financial
schedules are reported as originally adopted and as amended during the fiscal year by resolutions
approved by the Board of Supervisors.

The County uses an encumbrance system as an extension of normal budgetary accounting for the general,
special revenue, and other debt service funds and to assist in controlling expenditures of the capital
projects funds. Under this system, purchase orders and contracts for the expenditure of monies are
recorded to reserve that portion of applicable appropriations. Encumbered appropriations are not carried
forward in the ensuing year’s budget, all amounts must be re-budgeted.

Annual budgets are prepared on the modified accrual basis of accounting plus encumbrances for
governmental fund types and on the accrual basis plus encumbrances for proprietary funds. Intrafund
transfers (transfers between operating units in the same governmental type fund) are included in the
Budgetary Comparison Schedules as Other Financing Sources (uses) transfers in or out. The effects of
these intrafund transfers are eliminated in the fund financial statement to conform to GAAP. The Inmate
Welfare Fund is not required to submit a budget to the County and as such, budgetary information for
that fund is not available.
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COUNTY OF SHASTA
COMBINING STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
CUSTODIAL FUNDS
YEAR ENDED JUNE 30, 2021

Clearing and Revolving Deposit Tax State and City
Funds Funds Funds Funds Total
ADDITIONS
Contributions:
Property Taxes Collected - - 274,477,747 55,605,290 330,083,037
Fines and Fees 19,485,160 646,507 - 820,370 20,952,036
Total Contributions 19,485,160 646,507 274,477,747 56,425,660 351,035,074
Investment Earnings:
Interest, Dividends, and Other 1,066 1,381 - 64,901 67,348
Total Investment Earnings 1,066 1,381 - 64,901 67,348
Less Investment Costs
Direct Investment Expense 20 21 - 1,370 1,411
Administrative Investment Expense 75 79 - 5,311 5,464
Net Investment Earnings 971 1,282 - 58,220 60,473
Miscellaneous - - - 23,563,128 23,563,128
Total Additions 19,486,131 647,788 274,477,747 80,047,008 374,658,675
DEDUCTIONS
Payments to Others 19,486,131 683,229 - 16,094,575 36,263,934
Property Taxes Distributed - - 274,854,375 55,605,290 330,459,665
Distributions from Pooled Investments - - - 7,192,703 7,192,703
Total Deductions 19,486,131 683,229 274,854,375 78,892,567 373,916,302
Net Increase (decrease) in Net Position - (35,440) (376,628) 1,154,441 742,373
Net Position-Beginning, As Restated - 482,727 12,495,009 4,696,291 17,674,027
Net Postion-Ending s - s 47,287 ¢ 12118381 5,850,732 18,416,401
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STATISTICAL SECTION

The statistical section presents detailed information as a context for understanding what the information
in the financial statements, note disclosures, and required supplementary information reflect about the
County’s overall financial health.

CONTENTS
Financial Trends (Pages 173-177)

These schedules contain trend information to help the reader understand how the County’s financial
performance and well-being have changed over time.

Revenue Capacity (Pages 178-181)

These schedules contain trend information to help the reader assess the County’s most significant local
revenue source, property tax.

Debt Capacity (Pages 182-183)

These schedules contain trend information to help the reader assess the affordability of the County’s
current levels of outstanding debt and the County’s ability to issue additional debt in the future.

Demographic and Economic Information (Pages 184-185)

These schedules contain economic and demographic indicators to help the reader understand the
environment within which the County’s financial activities take place.

Operating Information (Pages 186-188)
These schedules contain service and infrastructure data to help the reader understand how the

information in the County’s financial report relates to the services the County provides and the activities
it performs.
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